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A BANKER’S REFLECTIONS ON SOME ECONOMIC 
TRENDS # 


I 


I HAVE found a good deal of difficulty in making up my mind 
what to say to you in this Address. Asked for a title sometime 
ago, I said I would give you some “ Reflections on Present 
Economic Trends.” Nevertheless, it seemed to me that, since I 
cannot speak to you, as most of your Presidents have done, out 
of the profundity of their knowledge and learning on some 
particular economic problem, I might best secure your interest 
by recounting a few of my experiences in the financial world, 
having now reached a considerable age, and lived in that world 
through several decades of vast changes. This will leave me 
little time for my reflections on Economic Trends. I intend 
however to express certain opinions I hold, though you may 
think these are given in a somewhat dogmatic form, and without 
any attempt to offer a close-knit argument in support of them. 
This is a risk I have had to run, since time is too short for 
anything else. The coming years will alone prove whether I am 
correct or not in my judgments. 

It is now over fifty years since I began active life after leaving 
Oxford. My first introduction to political economy was when I 
was reading for the Final History School in 1901. I believe it 
was in this year that political economy for the first time formed a 
part of any Final School, it being then introduced as a Special 
Subject in the History School. I remember I decided to take 
political economy instead of the French Revolution. I cannot 
say I learned very much, but I had the opportunity to attend 
lectures by two great economists, Mr. Edwin Cannan and Prof. 
Edgeworth, the latter of whom I got to know very well indeed at 
All Souls later on, and for whom I had the greatest affection and 
admiration. His lectures, however, were almost wholly unin- 
telligible to me. They were never attended, according to my 
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recollection, by more than six or seven undergraduates. He hada 
blackboard in front of him on which he wrote various signs un- 
intelligible to me, which he explained in a somewhat strange and 
obscure manner of speaking. Yet he had certainly a most subtle 
brain as well as a great sense of humour. No doubt some of you 
have read Lord Keynes’s admirable biographical sketch of him. 
I remember at breakfast at All Souls one day the then Estates 
Bursar, Dibblee, quite a good economist himself, told the assembled 
company, including Edgeworth, that he had had either a dream, 
or it might have been a nightmare, the night before when it 
suddenly came to him that the phrase “ marginal utility ”’ must 
have had its origin in the name of Edgeworth. This I think 
Edgeworth took as a compliment. Edgeworth’s lectures, as | 
say, were incomprehensible to me, because as it is well to confess 
at once, I have no capacity to understand mathematics or algebra. 
I have indeed to admit that, as time goes on my capacity to under- 
stand much that is written about economics grows less and less, 
as the mathematicians get more and more into the saddle. 

After leaving Oxford I went almost at once to South Africa 
on Lord Milner’s staff just after the end of the Boer War. During 
a stay of about seven years there, I served first under Lord Milner, 
then Lord Selborne and then General Botha and General Smuts. 
I was for six years Secretary of the Railway Committee of the 
Transvaal and Orange Free State railways, and therefore learned 
early in life something about nationalised railways. I got to 
know then that, while nationalised railways might be quite well 
run, they could perform no miracles that could not be performed 
by private railways. My last year in South Africa during 1908-9 
I had also an opportunity of seeing how constitutions are made. 
I worked closely with General Smuts in preparing draft con- 
stitutions before the National Convention at which the new Con- 
stitution was made, and was during the whole of the Convention, 
that is for about a year, Secretary to the Transvaal delegates— 
Botha, Smuts, old General de la Rey, Schalk Burger, Kruger’s 
Vice President, and two Rand magnates, Sir Perey Fitzpatrick 
and Sir George Farrar, the latter of whom had been condemned 
to death by Kruger’s Government for being implicated in the 
Jameson Raid. We all thought, when the Constitution was 
signed, that the path was set for uniting the Dutch and British 
races in the South African Union, and this could and should have 
happened. But alas, things have turned out very differently. 

Shortly after this I became a partner in an international 
banking firm with Lord Kindersley, with whom I have worked now 
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. for over forty years. I am glad to have had those four years, 
from 1910 to 1914, under the old dispensation of the gold standard. 
| feel that my experience must necessarily be very different from 
those, many of them now very prominent, whose active early life 
was spent in the days of the great depression during the 1930s. 
To them the past seems to be merely a time of terrible evils. My 
early days were spent under conditions which were in some ways 
vastly superior to anything existing now. It is often customary 
now to assume that the recent past, say, the last hundred years 
has been a period of unmitigated evil, suffering and tyranny. 
There were no doubt great evils, great poverty and times of great 
unemployment, but on the whole this country was steadily im- 
proving the lot of the mass of the population, even if wealth was 
very unevenly distributed. I believe it to be the case that from 
1850 to 1914 the national income of this country increased 
steadily on the average by some 3% per annum, the general 
standard of life doubling itself, according to Sir John Clapham, in 
the last fifty years of the nineteenth century. 

These were certainly halcyon days for sterling. Its converti- 
bility was never questioned. It was almost a law of nature. 
British bankers never had to bother about all the problems of 
exchange which plague us so much now. We were lending great 
sums on long-term to the world, and great sums also through 
acceptance credits on short-term. I have in mind that in the year 
1913, just before the First World War, which transformed every- 
thing, foreign issues in London amounted to about £200 million. 
London did a lot in those days for what are now called the un- 
developed or under-developed countries of the world, although I 
fear we had not got so far then as to think that this was a duty 
which ought to be weighing heavily on our national conscience. 
London bankers, roughly speaking, knew nothing of transfer 
problems or of inflation, or of the possibility of not being able to 
change a Bank of England £5 note at a fixed rate anywhere in the 
world for any purpose. Perhaps, anticipating a bit, I could tell 
you a story that illustrates banking knowledge of those days. I 
remember in the days after the First World War, sometime in 
1919, going to that delightful old rabbit warren of a Treasury in 
Whitehall to see Sir John Bradbury, as he then was, who was head 
ofthe Treasury. He happened to tell me that Lord Cunliffe, then 
Governor of the Bank of England, had just been in to see him 
and had given him a copy of a Report that a Committee of which 
he was Chairman had made to Lloyd George, then Prime Minister, 
on the question of Germany’s capacity to pay reparations. Sir 
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John Bradbury told me that the first item was a payment by 
Germany of £200 million in gold, and he asked Lord Cunliffe how 
he had arrived at this figure. Lord Cunliffe’s gruff answer was, 
“Because it’s twice as much as they’ve got.” Sir John then 
asked Lord Cunliffe how the Committee arrived at the huge 
figure which they estimated Germany could pay. Lord Cunliffe, 
according to Bradbury, said in reply, ‘‘ Do you know what the 
site value of Berlin alone is?”’ I doubt if Sir John Bradbury 
knew the answer or thought it relevant, but Lord Cunliffe’s 
question throws a light on how much was then known about the 
Transfer problem. 

Perhaps I might add a pendant to this story. A year or two 
later I was at a banquet at the Guildhall given to Mr. A. J. 
Balfour on his retiring from the Membership of the City. I was 
telling to my next-door neighbour this story of the conversation 
between Lord Cunliffe and Sir John Bradbury when another 
banker Peer, who was sitting on the other side of the table, inter- 
vened to say, “I was a member of that Committee. We were 
appointed by Mr. Lloyd George on Friday to tell him what Ger- 
many could pay and told we must report to him by the following 
Monday. We therefore added up what we understood to be the 
total cost to the allies of the whole war (whether it included the 
United States costs I am not sure), and we reported on Monday 
to the Prime Minister that this was what Germany could pay.” 

During the war, not being passed fit for military service, I left 
the Profit and Loss world for Government service again, this time 
in the Ministry of Munitions. In 1915 I was sent out with a 
friend of mine, Mr. Lionel Hichens, who had been Treasurer of the 
Transvaal, by Mr. Lloyd George to Canada to re-organise the 
purchase of Canadian munitions by the British Government. We 
formed there, with the approval of the Canadian Government, 
the Imperial Munitions Board of Canada, which during the re- 
mainder of the war spent £250 million of British Government 
money—a large sum in those days—on munitions. I remained 
a member of the Board during the rest of the war. Of course we 
had by this time our own exchange problems in London, and it was 
highly important for us to get relief from remitting dollars to 
Canada. Iremember urging on Sir Joseph Flavelle, the Chairman 
of the Imperial Munitions Board, an extremely able man, that it 
should be quite possible for Canada to lend money to England for 
the making of Canadian munitions. This was a wholly novel 
idea to him. He could not believe that Canada could possibly 
lend money to the United Kingdom. Canada, he said, was 
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naturally a borrowing country; she could not possibly lend money 
to another country. However, he discussed this matter with his 
great friend and my friend, Sir Thomas White, then Canadian 
Minister of Finance, who, though born in 1866, is still I am glad to 
say living, and ultimately the Canadian Government lent con- 
siderable sums to help us. 

In the years 1917-18 I spent nearly a year in Washington, 
being jointly responsible with Sir Charles Gordon, also a member 
of the Canadian Imperial Munitions Board, and afterwards 
President of the Bank of Montreal, for the purchase of munitions 
from the United States. We were part of the Northcliffe British 
Mission. That, too, was an interesting experience. It was during 
this period that for the first time a representative of the British 
Treasury in the United States—it was then Sir Hardman Lever— 
sat in his office—in this first war it was not in Washington but in 
the offices of J. P. Morgan & Co.—knowing that he had no funds 
with which he could possibly meet the huge commitments of the 
British Government in that country very shortly falling due. 
This was an experience that was repeated again years later when 
I reached Washington early in 1941 just at the time of the first 
Lend-Lease Act, and when Sir Frederick Phillips was the British 
Treasury Representative. 

In 1918 I returned to the Profit and Loss world with an in- 
terval of three months or so in 1919 as financial adviser at the 
Peace Conference to Lord Robert Cecil, who was then Chairman 
of the Supreme Economic Council of the Allies. It was here that 
I met for the first time Lord Keynes, who was then, as you all 
know, Treasury representative in Paris. I saw a good deal of him 
during those months. The two great financial problems we were 
concerned with were German reparations on the one hand and the 
economic problem of Europe on the other. I remember at one 
Inter-Allied Financial Committee Meeting, with, I think, Mr. 
Norman Davis the United States representative in the Chair, a 
characteristic remark of Lord Keynes. The minutes had been 
read, and the Chairman asked whether anybody had any com- 
ments. Mr. de Lasteyrie, the French representative, held up his 
hand and said he had a reservation to make. Lord Keynes 
turned to the Secretary and said, “‘ You need not put that down. 
Just say that Mr. de Lasteyrie made his usual reservation on all 
subjects.” As you no doubt all know, Lord Cunliffe and Lord 
Sumner, a well-known judge, were our reparations representatives. 
Lord Sumner took the view that Lord Cunliffe knew all about 
finance and economics and that his business was to back him up. 
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Lord Keynes’s comment on Lord Sumner was that he was suffering 
from senile Teutophobia. Yet Lord Sumner, though no econo- 
mist, was an extremely able lawyer. 

I remember when the first report on reparations was to be put 
in to the Big Four, Lord Robert Cecil asked me to comment upon 
it. I wrote him a very short report, saying that I calculated that 
by the time I was eighty, then being about thirty, Germany 
would still be paying £400 million a year. If he thought that was 
politically and financially possible, it was all right, otherwise it 
was nonsensical. I was in Paris to help Lord Robert on the 
question of the broad economic problem of Europe, which was then 
suffering from shortage of food and other things, and growing 
inflation, in case the Council of Four ever really got down to con- 
sider it. But as they never did so, I ultimately said I must go 
back to London and my business. On Lord Keynes’s resignation, 
Lord Robert wired to me to come back. I returned for two or 
three weeks, but then as it was clear that our prognostication that 
the Big Four would never deal with the problem would turn out 
to be true I came back to London. 

After 1919 I went to one or two other interesting meetings. 
I was Vice-President of the Brussels Conference of the League of 
Nations in 1920, and I attended the Genoa Conference in 1922 at 
the request of General Smuts as a representative of South Africa. 
Most of the economic and financial discussions at these two Con- 
ferences were almost identical with those at the Conferences held 
after the Second World War. But there were big differences also. 
For instance, after the First World War, Resolutions were sure 
to be passed to the effect that the first step to take was to free 
Central Banks from political pressure and the general aim was to 
return to the Gold—or Gold Exchange Standard. In the same 
year I was asked by the German Government to be a member of a 
Committee to advise them on how to stabilise the German mark, 
which was then in a state of disastrous, ruinous depreciation. 
Lord Keynes was on the Committee, as also was Prof. Cassel, 
the well-known Swedish economist for whom I had a great affec- 
tion. Lord Keynes, Prof. Cassel, Prof. Jeremiah Jenks an 
American professor and I signed a Majority Report, broadly 
reporting, according to my recollection, that nothing could be 
done to save the Reichsmark until some reasonable solution of the 
German reparation problem was arrived at. There were three 
other members, Dr. Vissering, who was President of the Bank of 
the Netherlands, Mr. Dubois, a Swiss banker, and Mr. Kamenka, 
a Russian banker. None of these three liked to take an attitude 
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on reparations which would at that moment be very repugnant to 
opinion in France, and they therefore signed a Minority Report. 
I remember that Lord Keynes and Prof. Cassel had to leave 
before the Minority Report was signed. The other members 
asked Prof. Jenks and me to stay to give them our advice, if they 
wanted it. A day or two later on going into my hotel, the 
Kaiserhof (later Hitler’s Headquarters), I found a slip of paper 
from Prof. Jenks, saying he had attended a meeting of the Minority 
members, and was much impressed with their arguments and was 
inclined to sign their Report as well as the Majority Report. 
Would I join with him in doing so? I said I would not and dis- 
suaded him also from signing the Minority Report, which was 
quite inconsistent with the Majority Report. I also remember— 
and this may be interesting to you—that on arrival in Berlin we 
were presented among other papers with a circular issued to the 
German public by Dr. Havenstein, President of the Reichsbank, an 
old Prussian official, animated, I feel sure, by the strictest sense 
of public duty, to say that the Reichsbank was quite well aware 
of the extreme scarcity of currency in Germany. However, steps 
had been taken to remedy this situation. The Reichsbank had 
bought new factories where bank-notes could be made. They 
had taken on so and so many men (I hesitate to state my recollec- 
tion of the number of men because the number I have in mind 
seems impossibly large)—and the public might rest assured that 
in a short time the scarcity of money would be overcome by the 
provision of a very large number of additional Reichsbank notes. 
I think the exchange then was about 40,000 marks to the £. 
Later on, as you will remember, after the invasion of the Ruhr, Dr. 
Schacht brought into being the new Rentenmark, one of which 
was offered in exchange for 1,000 million of the old Reichsmark, 
which puts the latter’s then value at 20,000 million to the £. The 
public were informed that the Rentenmark was safe because it 
was secured upon all fixed assets in Germany, and they accepted 
this, so to speak, successful confidence trick. They were pro- 
foundly weary of the terrible consequences of the disastrous in- 
flation, which Germans indeed have never forgotten. In fact, 
the Rentenmark maintained its value through being kept scarce 
in quantity. 

I saw a good deal of Germany during the reparations period. 
In the worst times it was, of course, a lunatic asylum. Prices 
were changed sometimes more than once a day in the shops. I 
remember two German sayings—one that if anyone ordered a 
bock of beer to drink he should order two at the same time, be- 
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cause by the time you had drunk one the price of the next one had 
gone up. The other saying was that the first thing that a German 
baby said when it was born was, “ What’s the dollar?’ When 
I wanted to get a little money from a bank I used to take a ruck- 
sack over my shoulder to carry the bundles of notes. It was this 
period of huge infiation and the destruction of all stable classes in 
Germany, I shall never cease to affirm, which led later on to the 
great crisis of 1931, leading ultimately to the Hitler regime. The 
huge depreciation of the mark caused what was known as the 
Auction Sale of Germany. The exchange depreciated from day 
to day so much faster than internal prices that foreigners were 
able to buy everything in Germany at what would have been 
absurdly cheap prices in their own countries. Thus Germany was 
gradually and then more and more rapidly denuded of capital. 

I remember when I was a member of the Committee on the 
stabilisation of the mark, to which I have referred, I bought in 
Berlin a pair of Zeiss binoculars for about 40,000 marks. This 
sounded quite a lot to the German seller, but only cost me 
about £1, which was vastly under the real value of my purchase. 
I remember also that my bill at the Kaiserhof for a stay, if I 
recollect correctly, of about ten days was something over 40,000 
marks to be paid by the German Government. Naturally I had 
consumed in food, services and room space a great deal more 
than £1. 

The result of all this was a vacuum of capital in Germany 
waiting to be filled up by foreign loans at high interest rates. 
After the Dawes and Young loans were made in 1925 and 1926 
the great Governments of the world, at what was known as the 
Seven Power Conference, urged the bankers of the world to make 
loans and extend credits to Germany. The bankers in all financial 
centres, New York to the greatest extent, London next, but also 
Holland, Belgium, Switzerland and France, responded by making 
loans through public issues to Germany, as well as by granting 
short credits and making deposits in the banks, the total coming 
to very large sums. When the great crisis came in 1931 the 
bankers of the world attempted to withdraw all their short-term 
deposits falling due day by day, with fatal consequences to 
Germany’s liquidity. The bankers, no doubt, had acted rashly, 
but it was at the instigation of their Governments. Particularly 
the United States bankers rushed into the business (to which they 
were quite new) of making foreign issues. 

I well remember the beginning of the 1931 European crisis, 
following on the United States collapse in 1929. Just before the 
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1931 crisis broke out in Europe the Macmillan Currency Com- 
mittee, of which I was a member, was on the point of finishing its 
work. It had been sitting, I think, for about eighteen months. 
I had been with Lord Keynes on a small Drafting Committee, 
together with Prof. T. E. Gregory. As usual when Lord Keynes 
was present, most of the drafting was done by his hand. 

The day we signed the report I went back to my office, from 
which I had been more or less absent during the drafting of the 
Report for I think two or three months. Entering my partners’ 
room I said to them that we had just signed our report. One of 
my partners looked up and said, “‘ I suppose you know that a first- 
class crisis is going to break out this week-end in Central Europe ? ” 
This was the collapse of the Creditanstalt in Vienna, which led 
directly to the great financial crisis involving every country and 
almost made much of our Report already behind the times. In 
August 1931 as the crisis in Germany was reaching its height I 
happened to be staying in Berlin with Mr. Jakob Goldschmidt, 
Chairman of the Darmstidter Bank in Berlin, one of the big “‘ D ”’ 
banks. The crisis grew worse every day I was there, and Dr. 
Brining, whom I had the pleasure of knowing quite well, was 
pressed every day to take drastic measures. The run on the banks, 
which was general, was particularly severe on the Darmstidter 
Bank, which was possibly the least strong of the “_D” banks. It 
was either the day I left or the day after that the Darmstadter 
Bank closed its doors by the order of the Government, and, it was 
rumoured, at the urgent request of the Deutsche Bank, which any- 
how probably did not mind seeing a rival disappear. During 
these days in Berlin millions of dollars and pounds were being 
drawn out, particularly by the American banks, but also by the 
English and Continental banks as well, as short-term deposits 
became due. It was obvious that if repayment of your money 
became due say on August 7 and you knew there were other banks 
who would certainly withdraw their loans becoming due on 
August 8, 9, 10 and so on, you would withdraw yours on the 7th. 

I remember telephoning from Berlin to my partner, then Sir 
Robert Kindersley, urging him to get the British banks together 
and persuade them all to enter into a self-denying ordinance not 
to withdraw any more money, and also to get into touch with the 
New York bankers asking them to do the same. This, I think, 
was one of the first steps which led to what was called the Stand- 
still, whereby international bankers in all countries who were 
creditors of Germany agreed to co-operate in withdrawing no more 
money from Germany and to enter into an agreement as between 





770 THE ECONOMIC JOURNAL [DEC, 


themselves and the Germans as to how the debts would ultimately 
be redeemed. By that time I think only £20 million worth of gold 
was left in the Reichsbank. For the next five years or so I went 
for about six weeks every winter with Mr. Tiarks of Messrs, 
Schréder to Berlin to represent the British Banks at the Reichs- 
bank meetings of Bankers from all the creditor countries, first for 
the drawing up of the Standstill Agreement and then in each 
subsequent year for its amendment and renewal. Those of us 
who were in Berlin in the years 1931-36 had every opportunity 
to follow the lunatic development of the Hitler craze. It is only 
in the last few months this year, twenty-two years later, that the 
latest Agreement about these debts has been negotiated with the 
German Representatives. Few of those bankers who took part 
in the first meetings are still alive. 

When the Second World War broke out I was in London until 
the end of 1940. In October or November of that year I went, 
at the request of the British Government, with other business-men 
on what was called the Willingdon Mission to all the states in 
South America, to see whether we could develop British business 
with them and increase our exports to them. It was highly 
interesting, but except as a goodwill mission I doubt if it was or 
could have been productive. We had no means, in fact, of de- 
veloping an additional export trade with those countries at that 
time, because such was the strain of the war that we could not 
afford to spend either labour or resources on additional exports. 
Lord Keynes I remember characteristically described the expedi- 
tion as merely an example of export exhibitionism on the part of 
the Board of Trade. When I got to Washington from South 
America, the British Government requested me to form a Food 
Mission there. I did so, and remained in Washington for five or 
six years in various capacities, including being representative of 
the Treasury, and taking part with Lord Keynes and others in 
the American loan negotiations and in the negotiation of the 
Bretton Woods Agreement. But I do not think this is the appro- 
priate moment to discuss these years, which must be well in your 
minds. 


II 


I have left little time for what I have undertaken to do, 
that is, to make some reflections on Modern Economic Trends. 
They must be brief. 

Everyone must accept that the 50 million people on this island 
have no easy future, with world developments as they seem likely 
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to be, and are faced with an indefinite prospect of hard work. 
Nevertheless, I see no reason to think it cannot be a good future, 
if the world remains at peace, if there is a steady and continuous 
growth of world trade, and if the productive resources of the world 
can also be steadily developed particularly through the growth of 
international investment. It is through these things happening 
that the continuance here and elsewhere of a high level of employ- 
ment and a growing standard of life depend. They in turn are 
dependent more than on anything else on the restoration of an 
orderly international monetary system and of free and stable ex- 
changes, by means of which the movement of capital from creditor 
countries would be greatly facilitated. The restoration of a stable 
and convertible United Kingdom £ Sterling, at any rate for all 
current transactions, would be the greatest step of all towards these 
objectives. To achieve it should be in my opinion the first aim 
of all parties in this country. It requires the co-operation of all 
leading countries, particularly of the United States and this 
country, whose currencies are so much the most important, but 
also of the other Western European countries. The obstacles 
are many, particularly to complete convertibility, but that is all 
the more reason for putting the attainment of this end in the very 
forefront of our policy. It is indeed our primary interest to over- 
come these obstacles. Increased world trade, increased inter- 
national investment are of the first importance to us, and only 
within a solid and stable currency and exchange framework can 
we freely develop all our natural qualities of intelligence, energy 
and readiness to adventure—and by “ we” I do not mean only 
the Government but the community. 

If we are to develop a surplus which will enable us to pay our 
debts, increase continuously our reserves and provide capital for 
sterling and other countries, we shall certainly need all these 
qualities, and we must not suppose that our Government will 
provide all of them for us. 

Put another way, our task is year by year to persuade the rest 
of the world to buy from us annually, thousands of millions of 
{’s worth of a varied and varying assortment of products—nearly 
all manufactured products—with the proceeds from which we can 
buy our food and raw materials. If one kind of export drops 
off, we must find or, if necessary, invent another one. This means 
three things. » We must keep right in the van so far as invention is 
concerned; we must be efficient and competitive at the actual 
task of production ; and lastly, we must be good at selling what we 
produce. And salesmanship may be as difficult a job as invention 
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and more difficult than production, and is certainly a job for private 
enterprise and not for Governments. 

It is at least equally important that we should constantly 
increase our invisible exports, which help us without making 
much demand on our labour supply. This also requires an adven- 
turous spirit, a continuing effort to see how far we can provide 
services to the world through shipping, banking, insurance or 
capital for investment and development. The greater our invest- 
ments abroad, the easier the task of paying for our imports. 

All these tasks require capital, and therefore savings. If they 
are to be accomplished in the main through private enterprise 
(as I think they must be) they require private savings, which seem 
likely to be scarce. We cannot afford that they should be scarce. 

Am I being controversial in saying that I agree fully with Lord 
Beveridge’s recent words that a Welfare State, or as he would 
prefer to call it, a Welfare Society, must find “a means of pre- 
serving the value of money, if it is to avoid becoming a State 
without freedom ”’ ? 

Thus I conclude that by far the most important function of the 
State, the responsibility for which is now through the nationalisa- 
tion of the Bank of England concentrated in its hands, is to aim 
at the restoration and maintenance in co-operation with other 
countries of a stable framework of money, exchanges and prices. 
All the rest of its economic policy should be subordinate to this 
over-riding duty. By fulfilling it successfully it can best help to 
put us in a position to meet shocks from the external world, which 
we must expect, and to take such measures as are available to the 
Government of so open an economy to take, to prevent or at least 
to mitigate such unemployment as might inexorably befall us, if 
international trade were to slump. 

Speaking very broadly, where I differ from much modern 
thought is, I think, in my constantly deepening impression of the 
enormous complexity of the world at large, and indeed of the 
special complexity of our own economic life with 50 million people 
on this very small island, and in my inability to accept the view 
that our difficulties can best be tackled and brought to order by 
the constant extension in all fields of the powers of Government. 
It is often suggested that Government should extend still more 
widely its ownership wholly or partly of financial or industrial 
businesses, and maybe commercial too, and all this no doubt 
accompanied by the maintenance of direct Government controls. 

Economists who support in principle such a policy seem to me 
grossly to underestimate the vast complexity of life to which I 
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have referred. Some of them no doubt, if they accepted my view, 
would retort by saying that the greater the complexity, the more 
important it was that Government control should bring order out 
of the chaos and anarchy of private enterprise. But to me 
economic processes acting through markets and prices are the 
exact opposite of anarchy, being far superior to reliance on orders 
given by individuals, who can never know more than a fraction 
of the complex facts of the whole world. And it is with these that 
we are concerned. 

The opposite view is to my mind like saying—what perhaps 
many people may have almost come to believe—that without a 
Ministry of Food, the British people cannot be fed, and that the 
wonderful smoothness with which, for instance, the vast popula- 
tion of London was fed day by day in normal peace-time was a 
symptom of chaos and anarchy. 

I have recently read two books by two very well-known 
economists, the first by Professor Hayek, called The Counter- 
Revolution of Science—Studies in the Abuse of Reason, and the 
second by Professor Jacob Viner called International Trade and 
Economic Development containing a series of lectures given at the 
National University at Rio. I recommend them strongly to my 
hearers, partly because they are remarkable books, and partly, 
no doubt, because their arguments support the conclusions that 
my experience has led me to adopt. Professor Hayek’s study 
seems to me a particularly profound one, but it can hardly be 
condensed into quotations. I will, however, give you one quota- 
tion from Professor Viner. “‘ Theory,” he says, “is always 
simpler than reality. Even when it seems terribly complex, it is 
still ‘ simpliste ’ as compared to the range of factors operating as 
conditions, as means, or as ends, in any actual concrete situation.” 
He goes on to refer somewhat critically to the tendency towards 
simplification of what is really complex which manifests itself in 
excessive “‘ abstraction ’ in modern economic theory. I cannot 
but agree with this view, if only for the reason that these abstrac- 
tions in the form of diagrams or algebraical signs of one sort or 
another, so commonly set forth nowadays in, for instance, the 
pages of the Economic JOURNAL, are unintelligible to me. I have 
a sincere and humble admiration for the skill and brains of those 
who are, I believe, termed econometricians and of other abstract 
practitioners and have great hopes that they may arrive at some 
valuable conclusions. Yet will not so excessively complex and 
human a world as ours generally evade their analysis? Is there 
an economist or a social philosopher, for instance, who can predict 
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what is going to happen six months, three months, one month 
ahead? If anyone could, for example, predict securely even one 
month ahead the course of investment prices, he could without 
fail make a fortune, and what is still better, a fortune not, for 
the present at any rate, subject to inordinate taxation at least 
until his death. Even the most distinguished man can see very 
little way ahead. Lord Keynes wrote his last article for the 
Economic JoURNAL in my office in Washington. In it he predicted 
that it was likely there might be not a scarcity but a plethora of 
dollars in the forthcoming years after the war ! 

And the world is not only complex; its economic events are 
affected day by day by the unpredictable thoughts, prejudices, 
decisions and actions of human beings, not only the great and 
powerful, but the innumerable multitude. How greatly economic 
life has been affected by Hitler, by Stalin, even on a smaller scale 
by Peron, acting with the complete approval of the masses, who 
appear to support him in accomplishing the ruin of his country. 

But while I am against Governments owning, in whole or in 
part, competitive industry (a policy I think not now seriously 
advocated in any country on this side of the Iron Curtain except 
ours), since that would lead them deeper and deeper into the world’s 
complexities, with which they are not fitted to deal—what I have 
already said proves that I do not deny for a moment that Govern- 
ments have an enormously important part to play. To co- 
operate effectively towards restoring and maintaining an orderly 
national and international monetary system presents our Govern- 
ment with an immensely difficult and important task, and one 
involving the wise and courageous use of both monetary and fiscal 
measures. This duty alone will put as much on its plate as it can 
cope with effectively. 


Since I have taken part over many years in lending to other 
countries, I should like to add a few words on the question of pro- 
viding capital for what are called the undeveloped or under- 
developed countries of the world. I believe all parties are agreed 
as to the importance of this question, and that therefore all my 
hearers will concur with me in thinking that this is another and 
important reason why any British Government should put in the 
forefront of its policy the restoration of our external strength, 
since otherwise we can play no part. It seems at times that some 
people, in their enthusiasm, fail to realise what is involved on our 
side if we are to be providers of capital for countries outside our 
own borders, even Sterling Area countries. It is only out of a 
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surplus on our own Balance of Payments that we can find capital 
for other countries, provided, that is, that we rule out finding the 
money out of our ultimate reserves, or by ourselves borrowing the 
equivalent from some third country. 

Thus the more we lend, the bigger surplus on our Balance of 
Payments we must have, and therefore, except in so far as we 
increase our production, the more we must restrain our own con- 
sumption, whether for current or capital purposes, and the more 
we must eschew all inflationary policies tending to lead to in- 
creased imports. It might be tempting at times to combine an 
inflationary policy, with all its stimulating qualities, with liberal 
loans to other countries, but such a course would soon end in 
crisis and disaster. 

We must, moreover, remember that we already have uses for 
any Balance of Payments surplus we earn in paying off the 
debts we still owe to other countries, which are large, as well as in 
building up our reserves. 

Thus our first task now, if we want to give any considerable 
aid to other countries, is to estimate what our means are, and 
whether by producing more or by stinting ourselves in our current 
consumption, we really are or can become a creditor nation, in 
other words a nation which has surplus funds to lend. Certainly 
to provide ourselves year after year with a surplus for all these 
purposes will tax our strength to the utmost. The solution of this 
task brings into question every aspect of our national economic and 
financial policy. Since at the moment we are (if account is taken 
of all our obligations) more of a debtor than a creditor country, 
we have quite a way to go yet to be a really large provider of 
capital to the external world. 

But what about much the greatest creditor country in the 
world, the United States? Why should not the United States 
play the part now that we have done almost up to the beginning 
of the last war? Well, there are many reasons. One is that we 
were only too willing to buy, in fact we had to buy, huge imports 
from our debtors, with the result that they were enabled—as a 
rule—to pay the interest and sinking fund payments due on the 
sums we had lent them. But the United States has no need for the 
vast continuing imports that we had need for. How, then, are 
the debtors to meet their interest and sinking fund obligations ? 

But there is a prior difficulty affecting all creditor nations. It 
is an unfortunate fact that the world is now totally different from 
what it was, say, up to 1914, or even in the twenties or thirties, and 
is in fact about the worst possible world to give encouragement to 
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foreign investment. How different a world it is, is perhaps more 
apparent to those who knew by personal experience what it was like 
early in this century. Does anyone in my audience suppose that 
private investors, say in the United States or Canada, with the 
strongest and safest investments at hand in their own safe countries, 
these countries themselves needing huge sums of capital, are going 
freely and widely to invest their savings in a world where by and 
large there is little political or currency stability, where the rights 
of private capital are now much less regarded, and where sometimes, 
as soon as the borrowing country has received the money, the charge 
of exploitation may be made against the lenders? I think we must 
put out of our heads the idea that there will be any very large 
amounts of private money directly available at present from 
creditor countries for under-developed countries, for instance, 
through public issues in the New York market. The money 
must come from Governments or semi-Government institutions, 
such institutions as the International Reconstruction Bank or the 
United States Export & Import Bank, and no doubt also to 
some extent from large industrial or financial interests—as, for 
example, in the case of the proposed big water-power and alu- 
minium development planned for West Africa. 

There is a greater chance of investment in Sterling Area 
countries by the British public through the machinery of the 
London market or otherwise, but I repeat that the essential pre- 
liminary is a surplus on our Balance of Payments, though, if we 
had labour and resources unused, such investments might them- 
selves act as a stimulus for the additional production needed. 

For the rest, if it is Governments or semi-Governmental insti- 
tutions which must do the lending, certainly in very large sums, 
then politics at once come in, and we all know what that means. 

It is worth while to repeat that those who lay great store on 
large-scale and continuous investment by creditor countries in 
undeveloped or under-developed countries should hope and work 
for, first, international peace, secondly, the restoration of a durable 
international monetary system, and thirdly, a world in which 
the minimum rights of foreign investors will be recognised and 
protected. 

While international investment is highly desirable, we have 
to recognise, however, two limiting factors, to which sufficient 
importance is sometimes not given. 

First, lending to any country must, as I have always indicated, 
be within the limits of the power of that country to earn and remit 
to the lending country the interest and sinking fund payments as 





1953] A BANKER’S REFLECTIONS ON ECONOMIC TRENDS 777 


they become due. There is in addition a second reason for 
caution. I am not at all a believer in flooding primitive or even 
better-developed countries with masses of money. Capital can 
usefully be absorbed only gradually, and in any case most of the 
work involved in raising standards of life must be done internally 
by the Governments and peoples of the countries in question by 
their own efforts. To pour in capital galore is often like giving a 
starving man a grossly big meal. 

What is of great importance is that the process of investment 
of foreign funds in countries which can make profitable use of them 
should be moderate and continuous. If investment is very big 
and then is discontinued, the country concerned goes quickly 
from a boom to a slump. The United States, and to a lesser 
extent the United Kingdom, poured great sums abroad in the 
twenties; the United States particularly perhaps into South 
American countries, and then in 1929 the flow came to a sudden 
stop with disastrous consequences. That was, if I am not mis- 
taken, the origin of the Bankers’ Ramp. It would be unfortunate 
if it were followed in the fifties by the Governments’ Ramp. The 
nature of the times, however, is likely to protect the Govern- 
ments from such a misfortune. 

One last word. When this country, through the City of 
London made loans more or less to all the world in the nineteenth 
and early twentieth centuries, none of those loans were (so far as 
I recollect) tied loans, i.e., there were no conditions imposed that 
the money must be spent here. 

If international lending in the future is to be a valuable aid 
to the restoration and maintenance of a sound international 
equilibrium, it is even more necessary now than it was then that 
this same principle should be observed. 

BRAND 
London. 


No. 252.—vou. LXIII. 





BUFFER STOCKS AND INTERNATIONAL COMMODITY 
PROBLEMS 


SrockKPrniInc by an international agency when raw com- 
modities are cheap, for reselling when commodities become dear, 
has been recommended with impressive frequency as a device for 
damping the short-term price fluctuations that plague inter- 
national markets. The President’s Materials Policy Commission 
is merely the most recent in a distinguished list of semi-official 
sponsors. Its predecessors have acted under such auspices as 
the International Labor Office, the League of Nations, the Food 
and Agriculture Organisation of the United Nations and the U.N. 
Secretary-General.2, Among professional economists whose en- 
dorsement has loaned prestige to these particular recommenda- 
tions will be found such names as Colin Clark, J. B. Condliffe, J. K. 
Galbraith, E. 8. Mason, Hla Myint and W. W. Riefler. Keynes? 
and Harrod ¢ lead off the catalogue of those whose published work 
has supported variants of the buffer-stock device, national or 
international.5 Considered criticism from a source extraordin- 
arily familiar with the behavior of international commodities ° 
seems so far to have done little to weaken the enthusiasm of the 
advocates. 

That nations should move most cautiously towards—or, like 
the latest Commonwealth Economic Conference, perhaps away 
from—implementing these proposals is entirely understandable 
once discussion draws closer to commodity specifics than has been 


1 Resources for Freedom. A Report to the President by the President’s 
Materials Policy Commission (Washington, 1952), Vol. I, Foundations for Growth 
and Security, pp. 83-90. 

2 International Labor Office, Intergovernmental Commodity Control Agree- 
ments (Montreal, 1943), pp. xxiii-xxxii; League of Nations, Economic Stability 
in the Postwar World, Report of the Delegation on Economic Depressions, Part II 
(Geneva, 1945), pp. 265-75; Food and Agriculture Organisation of the United 
Nations, Proposals for a World Food Board (Washington, 1946); Report of the 
Preparatory Commission on World Food Proposals (Washington, 1947), pp. 21- 
30; FAO Report on World Commodity Problems (Washington, 1949), pp. 12-22; 
and United Nations, Measures for International Economic Stability (New York, 
1951), especially pp. 17-26. 

3 “The Policy of Government Storage of Foodstuffs and Raw Materials,” 
Economic JOURNAL, September 1938, Vol. XLVIII, 449-60. 

« Towards a Dynamic Economics (London, 1948), pp. 161-9. 

5 The literature was reviewed briefly in M. K. Bennett et al., International 
Commodity Stockpiling as an Economic Stabilizer (Stanford, 1949), pp. 178-88. 

6 J. S. Davis, International Commodity Agreements: Hope, Illusion, or 
Menace? (New York, 1947), pp. 30-5. 
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the general custom. LDistressing gaps open up in our data on the 
cyclical behavior of raw-commodity stocks. This is true not alone 
on a global basis, where the gaps might be expected, but within 
the leading industrial nations as well. To quote Abramowitz : 
“Our collection of series representing raw materials held by 
manufacturers is . . . inadequate to be the basis for any really 
well-founded theory about their behavior. Certainly [our] 
hypothesis must rest as much upon its own inherent reasonable- 
ness as upon any evidence we can present.’ 1 The Bennett 
study, thus far the sole detailed analysis of the commodity 
environment in which an international buffer stock must operate, 
made considerable headway in specifying both the commodities 
which physically lend themselves to storage and the price targets 
that might reasonably be set. On the primary variable—world 
stocks—its analysis was thin: stock data assembled with con- 
siderable pains proved too incomplete or unreliable to warrant 
publishing. 

While secular improvement may be expected in the data, major 
complications in commodity trade, thus far given little weight, 
appear seriously to limit the usefulness of the storage device 
itself. What may be more important still is that the world 
trading system, and especially the exporter partners, has been 


moving perceptibly away from the sort of environment in which 
internationally held buffer stocks might stand some chance of 
success. If the potential of this “new piece of machinery ”’ is 
less than has been believed, underlying problems may well be 
brought into sharper focus and ingenuity diverted into more 
promising channels. 


I 


Patterns of world trade and economic characteristics of traded 
commodities, which should be widely known, introduce com- 
plexities enough to deflate the more extravagant expectations 
held for a storage agency. At best, we may merely have a set of 
problems to be anticipated and overcome, but the jolt to the very 
premises of an international operation may in fact be more serious. 
The following are typical complications : 

1. International commodity trade is by no means evenly 
diffused among the various countries of the world. Rather, just 
as there are key currencies in international monetary transactions, 
there are key commodities and key countries in trade. The 


1M. Abramovitz, Inventories and Business Cycles (New York, 1950), p. 187. 
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division between dollar commodities (wheat, cotton, tobacco, 
sugar, nickel, etc.) and sterling ones (wool, jute, rubber, tin, 
copper, etc.) is only a part of the story. The degree of concentra- 
tion of world exports from or imports to individual countries is 
even more relevant. The high proportion of coffee trade that 
moves from Brazil and Colombia to the United States would make 
the role of an international agency, inserted between buyer and 
seller nations, extremely delicate. Where one country is largely 
responsible for available exports—as Pakistan for raw jute, 
Canada for nickel and the United States for sulphur—exporters 
would look with considerable disfavor upon an agency which, 
by accumulating stocks (some of them presumably to be stored 
in importer countries), weakens their bargaining power in current 
trading operations. These features are not characteristic of such 
agricultural commodities as wheat, cotton and sugar, but are 
quite typical for some of the industrial raw materials covered in 
the Report of the President’s Materials Policy Commission. 

2. Few argue that importers stand to benefit as much from 
stable prices as export-dependent economies would gain from 
stable markets. The question, which specific exporters gain from 
buffer operations in a particular commodity, must therefore be 
answered. If the crutch is for the weak, such commodities as 
wheat, cotton and tobacco, predominantly exported from the 
United States, would appear to be ruled out. There can be no 
strong argument for transferring the burden of their stockholding 
to an international agency. For one thing, excessive stock accu- 
mulation by the Commodity Credit Corporation would more 
quickly bring its own corrective, either through attempts at pro- 
duction control or by diversion of product to low-price use, ¢.9., 
possibly wheat as feed. There may be better grounds for offering 
contra-cyclical support to such wheat exporters as Canada and 
Australia, but these, too, are not among the weakest primary- 
exporting countries. Petroleum, which is by contrast exported 
from nations much lower on the ladder of economic develop- 
ment, is ill-adapted to storage in quantity for reasons of sheer 
bulk. 

3. ‘‘ Secular changes ” in supply or demand of particular com- 
modities have long-run effects, but can take place with shocking 
rapidity. Within a few years in the late 1920s, introduction of 
high-yield cane varieties brought a sharp decline in Java’s sugar- 
production costs. The serious displacement of an old, or the in- 
auguration of a new, major internationally traded good, can be 
quite abrupt. Silk’s unsuccessful fight with synthetic fibers for 
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the United States market was a short one; moreover, the price 
level at which wool, jute or rubber can hold their long-term 
position in competition with synthetics and substitutes may be 
sharply below the range expected only five years ago. While 
the major foodstuffs are less liable to these particular risks, in- 
dustrial raw materials fed into modern technological processes are 
highly susceptible. Shifts between different producing regions 
may be equally spectacular and disturbing. Operation by a 
buffer-stock agency may not merely impede adjustment; there 
is also a serious risk that the agency will in the course of time find 
itself saddled with obsolescent commodities or obsolete grades. 
Where industrial change suddenly opens up new markets for com- 
modities, as for rubber in the first two decades of this century, 
storage operations can avail little against the secular increase in 
demand and its price effects. 

4. Many raw commodities originating in the tropics—including 
coffee, tea, cocoa, rubber and copra—are tree crops. The long 
gestation period separating planting from first commercial harvest 
precludes any quick expansion of productive capacity. New 
plantings, especially by native growers, are rarely officially re- 
corded. Since increases in capacity are accordingly long con- 
cealed, and market conditions at the date when trees actually 
come into bearing must be anticipated a long time in advance, 
there is a serious danger that expansion will be excessive. Besides, 
variable costs are low, so that current output falls little in response 
to moderate price declines, while productive capacity is even less 
elastic downward than upward. The difficulty of rationally 
adjusting tree population under these circumstances is clear. 

What is less obvious is that a buffer-stock operation might make 
responses of current output and tree plantings more perverse 
rather than less so. Transitory peaks in prices can hardly be 
taken as signals for expanding capacity; they do provide incen- 
tives for collecting all available produce from the current harvest. 
Transitory troughs do not lead to destruction of trees; they do 
bring some relaxation of harvesting efforts.2, A more moderate 
price range could easily bring stability—even undue stability— 


1 This point is made also by R. S. Porter, “‘ Buffer Stocks and Economic 
Stability,” Oxford Economic Papers, January 1950, New Series, II, 108. 

* The contrary hypothesis—that the supply curve will be backward sloping 
—is theoretically possible, though little reflected in evidence drawn from major 
traded commodities, e.g., K. E. Knorr, World Rubber and Its Regulation (Stan- 
ford, 1945), pp. 59-67, and P. T. Bauer and B. S. Yamey, ‘‘ Competition and 
Prices: A Study of Groundnut Buying in Nigeria,” Economica, February 1952, 
New Series, Vol. XIX, 31-43. 
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in current output, yet provide so strong an incentive to increase 
capacity as to undermine the storage operation. In short, the 
economic problems of tree crops can be further complicated by a 
device which regulates only current market price. 

5. Price stability for exports similarly goes only a short way 
towards correcting the trading difficulties of countries heavily 
dependent on export receipts from a few primary products. 
Cyclical stages of demand pressure are periods of real scarcity of 
goods relative to claims for goods. Peak prices for raw com- 
modities may be chopped off. Yet primary-producing countries 
will experience essential scarcity of manufactured goods by 
delayed delivery dates, even at unchanged prices. Besides, com- 
mitments tend to be made with the expectation that relatively 
high price levels for primary exports will continue indefinitely. 
The normal lag between placing orders and receiving deliveries 
may accordingly lead, as it has spectacularly in the recent past, to 
arrival of manufactured goods in volume only after terms of trade 
have moved unfavorably, generating balance-of-payments diffi- 
culties along the way. Storage operations in raw commodities 
will not alleviate the felt shortage of manufactured imports, nor 
will they assure continuity of development programs geared to 
maximum levels of foreign-exchange receipts. 

6. The Second World War and its aftermath leave a residue 
of commodity distortions which will not be corrected by setting 
up a buffer stock. The partition of India and Pakistan, no less 
than the war-time stimulus to substitutes for sacking, cast a shadow 
over the future of jute. Cuban sugar production, which filled the 
gap in the world’s post-war supplies, can hardly persist at the 
peak level reached in 1952, and would have been faced with dis- 
tress conditions much sooner had sales not been financed by 
American aid funds. United States wheat and oilseeds, which 
also expanded in response to transitory needs abroad, may be 
faced with comparable readjustment problems. Where the fear 
used to be that equilibrium prices would be politically too low to 
satisfy producer groups, it is entirely likely that equilibrium 
prices are now too high to permit a country like the United King- 
dom to enjoy its accustomed consumption of some imported food- 
stuffs. How is United States synthetic rubber to be priced, in 
order that the natural-rubber economy of Malaya and Indonesia 
may not be put under too severe pressure? Commodity by 
commodity, in short, there are difficult solutions to be worked out. 
The buffer-stock device has the advantage that it appears to 
contribute something towards solving each of the problems 
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simultaneously ; but in every case a real answer must be found 
uite independently of storage operations. 
q P y ge op 

7. It is frequently stated that ‘“ prices of most raw materials 
tend to react sharply to small shifts in supply and demand.’ 
There are senses in which this statement is meaningful; yet for 
industrial raw materials the most serious problems arise precisely 
because the swings in demand (for use and for private stocks) 
are wide, not narrow. Though data on year-to-year changes 
understate rather than exaggerate the swings, such information 
confirms this objection. Natural rubber (like tin) is particularly 
useful for demonstration purposes, since practically the entire 
world output moves into trade. It may not be surprising that net 
world exports of natural rubber, after declining slightly in 1949, 
rose by more than 20% in 1950, from 1,361,000 metric tons to 
1,652,000.2, But year-to-year fluctuations of this dimension were 
also experienced in a secondary pre-war cycle like 1936-38, 
when net world exports moved as follows (in thousand metric 
tons):* 1935, 891-6; 1936, 879-6; 1937, 1150-3; and 1938, 
900-1. Piecemeal data such as these merit study, if one is to have 
any advance understanding of the level of storage required to 
achieve the objective for specific commodities. At recent 
moderate prices (say 25 cents per pound) even 200,000 metric 
tons of rubber would represent a commodity investment of over 
$110 million. 

8. Although this discussion has avoided the issues associated 
with commodity-reserve currency, it can properly raise the alarm 
against misleading analogies between monetary and commodity 
operations. ‘‘ Monetising ’’ commodities * would indeed assure 
for them, temporarily at least, a market that was as good as gold. 
But gold is peculiarly suited to monetary use, precisely because, 
due to its durability, the accumulated stock is many times larger 
than current output. In any case, the price at which the United 

1 Report of the President’s Materials Policy Commission, Vol. I, p. 83. 

2 F.A.0., Yearbook of Food and Agricultural Statistics 1951 (Rome, 1952), 
Vol. V, Part 2, pp. 153-4. 

§ Calculated from International Institute of Agriculture, International Year- 
book of Agricultural Statistics 1940-41 (Rome, 1941), pp. 470-5. 

‘ H.g., B. Graham, World Commodities and World Currency (New York, 1944), 
Chap. IX. 

5 One writer argues that a huge commodity stockpile, equivalent to as much 
as a five-year supply, is an effective defense against the political pressure of 
producers. R. J. Scanlan, ‘‘ Individual vs. Group Commodity Reserves for 
Price Stabilization,” Journal of Farm Economics, May 1951, Vol. XXXIII, 
p. 229. This is rather strong medicine, the effects of which upon the economic 


organism seem not to have been fully recognised, even where storage for so long 
& period is physically possible. 
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States Government is to-day prepared to buy gold is not to the 
taste of the mining industry. Sales and purchases by a buffer- 
stock agency would, like open-market sales and purchases of 
securities by a central bank, absorb and release expendible 
funds. But the control exercised by national monetary 
authorities over the supply of money is of a different order from 
the influence exerted by a storage agency over commodity pro- 
duction. Similarly, the limits of authority open to an Exchange 
Equalisation Fund ? are considerably wider than to a commodity 
stockpiling agency. The former can, with Treasury assistance, 
push down the exchange rate; a buffer-stock board that set its 
base price too low would quickly run out of its stocks and its 
powers. 


II 


A number of arguments suggest the conclusion that the present 
environment of foreign affairs and national economic policies is 
set strongly against the international-stockpiling technique. 

1. The distinction between strategic stockpiling and commercial 
buffer-stocks is by no means as easy to draw as was believed 
possible as recently as 1949. One of the nice problems—not the 
primary one—in arriving at any international agreement on atomic 
weapons is the question of where bombs are to be stockpiled. 
Stores of cotton, wheat and sugar, along with the scarcer industrial 
raw materials and many other commodities, are, under appropriate 
conditions, clearly strategic goods. The question of their loca- 
tion is an important one, only in part to be decided by avail- 
ability of warehouse facilities. Wheat stockpiled in Australia 
would be of little help to the United Kingdom in an emergency, 
while rubber stockpiled in the United States would certainly be 
requisitioned by the government in the event of a “ hot ”’ war. 
Had cotton stocks in the hands of the Commodity Credit Cor- 
poration early in 1950 been held instead by an international buffer- 
stock agency, the quantities available to American consumers 
after the Korean outbreak would have been considerably reduced 
and, indeed, international allocations could hardly have been 
avoided. The closer stocks lie to the Iron Curtain, or the longer 
the sea voyage necessary between present warehouse and ultimate 
destination, the more influence non-commercial considerations 
exert. 

No buffer stock could conceivably have been accumulated since 

1 Report of the President’s Materials Policy Commission, Vol. I, p. 187. 


2 L. St. Clare Grondona, National Reserves for Safety and Stabilization 
(London, 1939), pp. 30-1. 





1953] BUFFER STOCKS AND COMMODITY PROBLEMS 785 


the Second World War sufficiently large to soak up the demand for 
inventories generated when the Korean war broke out and, still 
more, after the Chinese entered the conflict. The price inflation 
of 1950-51 was a product of the garrison state, and can hardly be 
considered in the same terms as the peace-time cycles of 1937-38 
and 1948-50, although this distinction is confused both in the 
Report of the President’s Materials Policy Commission and in 
Measures for International Economic Stability. By the same 
token, while the wide price instability of commodities like jute, 
rubber or tin may jeopardise their long-term markets, strategic 
considerations are probably more important. The scientific 
effort that goes into finding ways of economising on the use of 
tin and natural rubber gets much of its stimulus from the military 
disadvantage of shipping commodities long distances by sea. 

2. Protectionist policies in the 1930s clearly kept domestic 
prices far above international prices in depression. Importers 
who were prepared to purchase, e.g., the United Kingdom, could 
buy their products at bargain rates, but the general attempt to 
keep domestic economies stable made for greater instability in 
international markets. The margin between international and 
domestic prices could, however, be expected to narrow with a 
price rise, so that they ultimately converged and moved up 
together. 

New dimensions of policy have become important in the post- 
war world. The increased attention paid by governments to the 
immediate interest not alone of their producers but also of their 
consumers has led to international prices that are frequently 
above those ruling in exporting countries, and the gap has widened 
as the price level soared. The United States now promptly 
imposes export controls as part of its domestic stabilisation 
program. ‘That decision for cotton explains why export prices 
in other countries, such as Egypt and Brazil, could early in 1951 
reach levels as much as double the average spot price in United 
States markets.1 The case of sugar is broadly parallel. While 
the United States is a net importer of raw sugar, the intimate 
trade relationship with Cuba made it possible for the United 
States Department of Agriculture to buy up her entire crop carry- 
over late in 1950. United States import quotas were raised, and 
export restrictions imposed. Sugar for other destinations became 
so scarce relative to demand that by June 1951 other countries 

1 “ Prices of Major World Trade Commodities Expressed in U.S. Dollars,” 


International Financial Statistics (International Monetary Fund, Washington), 
June 1951, xxxiii. 
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were in the unusual position of paying a 30°, premium for Cuban 
sugar, and a dollar commodity at that, above the New York 
price.} 

Restraining price in the interest of the domestic consumer has 
been, since 1945, by no means confined to the United States, 
to the largest trading nations or even to war months.? Govern- 
ments in many traditionally exporting countries are prepared 
to forego immediate foreign markets in favor of the domestic 
consumer, individual or industrial. This is true of vegetable 
oilseeds and food grains, as well as of cotton and sugar. Ata 
quite early stage of industrialisation or national prosperity, 
domestic processing of clothing, of soap and edible vegetable fats 
and of sugar-containing foodstuffs is introduced. Governments 
give particularly tender attention to the welfare of these enter- 
prises, while production of the relevant raw commodities is so 
little concentrated geographically that at least some domestic 
output is frequently available. If commodity prices turn sharply 
upward, external demand is reinforced by local demand for 
commercial inventory purposes. Governments respond by placing 
embargoes against export of the raw commodity, and in some 
cases by entering the market themselves to accumulate public 
stockpiles. The response to higher world prices is accord- 
ingly doubly perverse: not only is the desire to hold stocks 
inflamed on a world-wide basis, but also the supplies available to 
foreign trade begin to dry up at the source. 

For the oilseeds, the consumer theme has been important in 
India’s policy throughout the post-war period. Almost 1 million 
tons have ceased to move abroad, and the minor outflow of 
vegetable oils in no way compensates for the loss of linseed and 
peanuts. For other countries as well, it is not difficult to find such 
statements as the following : * 

“The food-grain surplus of Pakistan, if it [at] all exists, 
is of negligible proportions in relation to the total needs of the 
country. Further the ‘ surplus’ is only at a relatively high 
price and could be increased by maintaining a higher price 
and turned into a deficit even in a ‘normal’ year by re- 
ducing price to a level to ensure adequate consumption for 
the mass of the people.” 


1 U.S. Dept. Agr., Prod. and Mktg. Admin., Sugar Branch, Sugar Reports, 
No. 15, April 19, 1952, p. 6. 

2 In this connection, see also M. Ezekial, ‘‘ Public Price Policies and Trends 
in International Trade,” Journal of Farm Economics, December 1952, Vol. 
XXXIV, especially pp. 654-6. 

3 Pakistan Economics and Commerce (Lahore), July 1952, Vol. I, p. 363. 
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Clearly one of the main shifts in policy attitudes that is associated 
with the attainment of national independence is the restricted 
role assigned to external markets, for exports as well as for im- 
ports. That long-term disadvantages can exceed short-term 
gains may, in a good many cases, be true; but the existence of 
new attitudes seems an incontrovertible economic fact. The 
policies may be irrational, shortsighted, misguided or unsuccessful, 
but they do introduce a new variable in international trade, and 
one that tends to increase price instability in international 
markets. 

3. Price stability for internationally traded goods is in any 
case not the universally accepted goal it has commonly been 
presumed to be. Countries exporting tin and sugar quickly 
showed a conspicuous lack of interest in international commodity 
agreements after June 1950, although negotiations had been 
approaching a final stage. Export taxes, on the other hand, 
became increasingly important in this period. In some cases the 
higher taxes represented a legitimate attempt to prevent heavy 
temporary demand from having its full impact on the domestic 
economy, lest it raise cost structures and thereby create diffi- 
culties for the future. An equally honorable objective was 
that of siphoning off into the public coffers a share of purely wind- 
fall gains. But in inflationary booms demand as well as supply 
tends to be highly inelastic, and there is every likelihood that the 
incidence of the export tax will be, not always unintentionally, 
mainly on the importer. This certainly appears to have been 
the case for Scandinavian forest products, especially wood-pulp, 
leading to much ill-feeling among European trading partners, and 
ultimately, retaliation.? 

4. Nations obviously participate increasingly not only in 
foreign-exchange receipts from exports but in the trading process 
as well. Governmental purchasing of tin and rubber proved to 
be only a passing episode in the United States, though bulk 
purchases by the Ministry of Food have had greater staying 
power.” State selling agencies are important for cocoa, wheat, 
tice, copra; in the extreme case they handle the entire export 
line. Nationalisation of Bolivian tin and Iranian petroleum, and 
strong likelihood of similar action elsewhere, brings governments 

1 “The Pulp War,’’ Economist (London), April 26, 1952, Vol. CLXIII, p. 234. 

* FAO, Committee on Commodity Problems, The Long-Term Contract (CCP 
52/57, 1952, mimeographed) and United Nations, Economic Commission for 
Europe, ‘‘ Note on British Long-Term Food Purchase Contracts,’ Economic 


Bulletin for Europe, First Quarter 1951, pp. 41-55. There have of course been 
some recent withdrawals. 
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squarely into the arena, now hardly a market-place, where prices 
are set. A hidden premise of the buffer-stock device would seem 
to be that a base price can be set on economic grounds, and held 
within economically specified limits. Instead, the agency would 
quickly find itself involved in international diplomacy. Its 
dealings would, to a considerable degree, be with governments, 
not with individual firms. 

5. Too little attention has as yet been paid to the fact that the 
shift in world commercial leadership from the United Kingdom 
to the United States brings its parallel in the altered relative 
significance of various internationally traded goods. The staple 
foodstuffs that Britain imports heavily—grain and flour, meat 
and dairy produce, vegetable oils and oilseeds—do not bulk 
large in America’s imports, and even cotton enters the American 
picture more as an export than as an import. Coffee and sugar 
are important, but they are collectively overshadowed by a large 
number of industrial raw materials associated with a mechanised 
economy and a motorised, electricity-dependent public. These 
are mainly items of which sales, manufacture and offshore pur- 
chases respond quickly and sharply to every change in business 
conditions. There is a modern trade paradox in all this. In 
the nineteenth century the high import component in Britain’s 
basic diet assured the sustenance also of her trading partners. 
The twentieth-century trading world is oriented not to the Ameri- 
can consumer’s minimum needs but to his greater prosperity. 
The phenomenon is based as much upon modern technology and 
the role of consumer durables as it is upon any institutional 
peculiarities of the American economy. 


iil 


In so unreceptive an environment the prospects for an inter- 
national buffer-stock scheme are poor. The search for alternative 
if less-spectacular methods of overcoming specific commodity 
problems needs certainly to be pressed. Fortunately, the range 
of choice may be wider than is generally realised. Emergency 
famine relief, for example, can be met with no provisions for 
commodity stockpiling. A Working Party has recently reported 
to the F.A.O. that funds, together with a stand-by arrangement 
with commodity shippers, are by themselves sufficient for the 
purpose. Long-term business contracts between United States 
publishers and Canadian mills contribute to the stability of the 


1 FAO, Committee on Commodity Problems, ‘‘ Report of a Working Party 
on an Emergency Famine Reserve,’’ CCP 52/55 (Rome, 1952, mimeo.). 
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newsprint trade.1 If major recessions are to be avoided by public 
measures in advanced industrial countries, then it is not un- 
thinkable that monetary and fiscal policies tailored to the explicit 
needs of primary-producing countries ? have definite advantages 
over action by an international agency. Australia set aside part 
of grower receipts from inflated wool prices in 1951 as prepayments 
against future income taxes,® while New Zealand operated a com- 
parable forced-saving scheme. One does not expect such measures 
to be highly popular with producers, but at least the controversy 
remains a domestic affair. 

Other commodity problems are appropriately met only by 
negotiations among governments and the exercise of a high degree 
of diplomacy. In periods of extraordinary demand, international 
allocations—whether by an International Materials Conference * 
or an International Emergency Food Council—effectively release 
peak pressures even when the situation is beyond the help of a 
buffer stock. Here is a reminder that commodity inflation and 
commodity deflation are not entirely symmetrical phases of a 
cycle and that a single device that seeks to offset both may not be 
a sufficiently precise instrument. 

After the rationalisations are cleared away and the alternatives 
canvassed, there nevertheless remain situations which call for 
some novel approach on the storage front. For commodities that 
must undertake a long ocean voyage—like tin, rubber or wool— 
the time lag in shipment complicates the adjustment of current 
arrivals to current rates of industrial operation. One reason for 
sharp price falls is that stocks in manufacturers’ hands may 
pile up for half a year or more after production has fallen off; 
one reason for sharp price rises is that, even if raw-commodity 
production can be stepped up quickly (which is certainly not true 
of wool), increasing the volume of arrivals in major importing 
countries.can introduce a time lag of as much as five to six months.® 


1“ These contracts frequently stipulate that the publisher will take the 
entire output of the manufacturer...” J. A. Guthrie, The Economics of Pulp 
and Paper (Pullman, 1950), p. 90. 

2 Interest in this theme is reflected in such titles as: H.C. Wallich, Monetary 
Problems of an Export Economy [Cuba] (Cambridge, 1950); A. R. Prest, War 
Economics of Primary Producing Countries (Cambridge, England, 1948); and 
C.G. F. Simkin, The Instability of a Dependent Economy [New Zealand] (London, 
1951). 

5 FAO, The State of Food and Agriculture, Review and Outlook 1951 (Rome, 
1952), p. 40. 

4 See, e.g., International Materials Conference, Report on Operations 1951- 
1952 (Washington, 1952). 

5 Abramovitz, op. cit., pp. 182-4 and 207-17. 
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While manufacturer- or trader-held stocks act as something of a 
private buffer after the peak, they may be pretty much worked off 
before the revival in activity occurs. Under such circumstances, 
some means of increasing the volume of stocks actually located 
in individual importing countries, before prices climb but not 
immediately after prices decline, has much to be said for it. In 
some instances, moreover, the financial commitment of holders 
might be reduced by arrangements for purchases at a price that is 
not intended to support the market but only to cover out-of- 
pocket expenses.1 It should also be recalled that the early 
Keynesian proposals for national stockpiling drew a clear distinc- 
tion between subsidisation of storage in the importing country 
and governmental ownership of the stored commodities. Finally, 
where, as in the case of Cuba’s 1953 sugar crop, definite action is 
taken to cut output back commensurate with reduced market 
prospects, at least the financial burden of holding old-year stocks 
need not all be borne by the exporter. The moral argument for 
some external form of credit is particularly strong, because under 
such conditions of easy supply a considerable portion of customary 
working stocks are typically pushed back into exporter hands. 
Importer stockpiling, two-price systems, new sources of credit 
all have failings of their own. If they widen the range of dis- 


cussion, they also lower the level of generality. More is to be 
expected from painstaking processes of isolating the specific 
economic difficulties we seek to overcome, and of differentiating 
according to commodity characteristics, than from grand proposals, 
however well intentioned and emotionally appealing, that lack a 
sufficient tic with the facts of trade. 


Boris C. SWERLING 
Food Research Institute, 
Stanford University. 


1 That suggestion is made in League of Nations, Report of the Committee for 
the Study of the Problem of Raw Materials (Geneva, 1937), p. 59. 





THE ESTIMATION OF EQUIVALENT-ADULT SCALES 
FROM FAMILY BUDGETS ? 


1. INTRODUCTION 


A KNOWLEDGE of the effects of household composition on the 
household’s pattern of expenditure is important for many aspects 
of social policy as well as in demand analysis. The fixing of taxes 
(or subsidies) that may affect population policy, such as income- 
tax relief on account of children and family allowances, requires 
some theory as to how the standard of living of households is 
affected by additional dependants. Such a theory requires 
quantitative rather than qualitative knowledge. Knowledge of 
the same kind is required in demand analysis, whether based on 
time-series or on family budgets, in which it is generally necessary 
to compare aggregates of households containing persons of 
different age-sex groups. Equivalent-adult coefficients are used 
in this type of work which are, however, often based on physio- 
logical rather than economic considerations. These physiological 
scales have for long been used in assessing the nutritional stan- 


dards of households, but their use is inappropriate in economic 
contexts without further justification. 

The object of this paper is to present a method of determining 
scales of equivalent-adults based on an explicit consumption 
function. This method is then applied to a sample of 2,200 
family budgets collected in the United Kingdom in 1937-38.” 


1 An earlier version of this paper was read to the Fourteenth European 
meeting of the Econometric Society held in Cambridge in August 1952. In the 
preparation of that and the present version I have had the benefit of the advice 
and help of a number of friends. In particular, my thanks are due to H. 8. 
Houthakker for suggesting the problem of this paper to me; to Richard Stone, 
Director of the Department of Applied Economics, and to J. A. C. Brown, also of 
the Department, for helpful discussions on the method; to J. E. Fothergill, 
without whose constructive help with Hollerith problems this paper would not 
have been completed; to Dr. M. V. Wilkes, Director of the University Mathe- 
matical Laboratory, for permission to use the EDSAC; and to Mrs. A. V. Church 
and Mrs. A. Pink for the considerable work of preparing the data and carrying 
out the many computations. 

* This is the working-class inquiry undertaken by the Ministry of Labour, and 
at present under further analysis at the Department of Applied Economics in 
Cambridge. It is hoped to publish the full details of this analysis in a forth- 
coming monograph to be issued by the Department. Details of the organisation 
of the inquiry and preliminary results may be found in ‘“‘ Weekly Expenditure of 
Working-class Households in the United Kingdom in 1937-38,” Ministry of 
Labour Gazette, December 1940, January 1941 and February 1941. 
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The two main methods adopted by past writers in measuring 
the “ cost of children” or coefficients of equivalent-adults have 
generally yielded results which did not have statistical measures 
of significance or were not directly applicable to economic prob- 
lems on account of the omission of the income variable in the 
analysis. In Section 2 a general account is given of the effects 
of the size and composition of the household on its pattern of 
expenditure, and a theoretical framework is established within 
which the earlier methods are briefly reviewed. 

The method adopted in this paper is outlined in Section 3. 
It has many formal analogies with the method of Sydenstricker 
and King given in a fundamental paper written in 1921 which 
dealt with many of the problems of principle and practice en- 
countered in this work, but which was virtually ignored in the 
subsequent literature. To the writer’s regret this contribution 
came to his notice only after the details of the present method had 
been worked out. Recently, Professor Friedman (1952) has also 
published a paper commending an adaptation of this approach, 
but without presenting any significant numerical results. 

On account of the difficulty of separating the effects due to the 
different persons in the household, the computations involved in 
these analyses are usually heavy. In the present analysis the 
non-linear formulation adopted is treated by an iterative type 
solution which would have been prohibitive but for the possibility 
of access to the EDSAC, the electronic computer of the University 
Mathematical Laboratory in Cambridge. This and other features 
of the method are outlined in Section 4. 

The results of the calculations that have been carried out are 
given in Section 5, and refer to six food groups as well as to all 
food. Section 6 presents the conclusions to be drawn. 


2. Errects oF HousEHOLD SIZE AND COMPOSITION 


The subject of this paper may be put more definitively as the 
comparison of the effects on household-consumption patterns 
resulting from the addition to the household of a person of a 
particular age-sex group (for example, a male adolescent) with 
those resulting from the addition of a standard person. The 
standard person usually adopted as a basis for comparison is the 
adult male, and other person-types are expressed as fractions of the 
adult male, thus providing an equivalence coefficient. 


1 The reader requiring a survey of equivalent-adult scales used in earlier 
investigations should consult the excellent paper by Woodbury (1944). 
2 See the paper by Ogburn (1931) for an analysis of the reasons for this. 
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In principle, two aspects of the problem may be distinguished. 
First, there is the question of how an increase merely in the 
number of persons in the househcld would affect consumption, all 
persons being of the same type. Secondly, there is the com- 
parison of the effects resulting from the addition of persons of 
different age-sex groups. In the practical analysis of empirical 
material, such as family budgets, it is difficult to separate the two 
questions, since if attention is confined to households containing 
the same type of person, as required by the first question, the 
number of available observations is effectively reduced so that no 
significant answer is obtained. The answer given to the first 
question, though generally implicit, will plainly affect the esti- 
mates obtained as answers to the second aspect of the problem. 

As a result of the extensive researches of Henderson,! in 
connection with the Royal Commission on Population, and of 
Nicholson (1949), there is now a considerable amount of evidence 
on the effects of an additional person on household consumption. 
The evidence is based on special analyses of the British inquiry 
into household expenditure used also in the present paper. It 
shows that the effect on consumption of the addition of an extra 
persor. to the household with an unchanged income is complicated 
and depends, inter alia, on whether household consumption is 
considered or consumption per head, and whether the good is a 
necessity or a luxury. The principal result that emerges is that 
the household’s demand for necessaries (for example, standard 
foodstuffs) increases as household size increases, though consump- 
tio per person decreases. For luxuries there is a decrease in 
household consumption per person. 

These results may be rationalised by supposing that the 
Engel curve for the household is of the form 


a/n = f(M/n) . ‘ . » (1) 


where x is household expenditure on the commodity, is household 
size and M is household income; that is, the function relating 
household expenditure on the commodity to income and household 
size is homogeneous of the first degree. In this case the effects 
of an increase in household size may be conveniently set out as in 
Table I distinguishing inferior goods (negative income elasticity), 


1 The work of Henderson is somewhat broadcast in the journals (see table of 
teferences at end); the calculations that are of particular interest here may be 
found in the Memorandum submitted by Hajnal and Henderson to the Royal 
Commission on Population on “‘ The economic position of the family,” especially 
Part I D, “The impact of children on family expenditure,” pp. 9-16; and 
Henderson (1949), pp. 140-4, “‘ The impact of a child.” 

No. 252.—voL. LXImI. 3G 
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necessaries (income elasticity less than unity) and luxuries (income 
elasticity greater than unity). 


TABLE I 
Effect of an Increase in Household Size on Consumption 


(Increase: +. Decrease: —). 





Inferior goods. | Necessaries. Luxuries. 





| | 
| 
Household consumption “i + at | ss 
Consumption per person | ao | 





The term in brackets on the right-hand side of (1) may be regarded 
as a measure of the standard of living of the household which 
determines the dependent variable on the left-hand side, that is, 
the expenditure per person on the particular commodity con- 
sidered. 

If the household is composed of ¢ different types of person 
equation (1) must be modified to the form 


t t 
x/Xpin; = f(M/Xan;) 
1 1 


where »; is the number of persons of type 7 and « and f are 
equivalent-adult scales which, in general, differ. The -scale is 
termed the specific scale and, clearly, varies between commodities. 
For example, for women’s clothing all the equivalence coefficients 
will be zero except for that of the adult female (and possibly the 
adolescent female), but for foodstuffs all the coefficients will be 
positive. The a-scale, on the other hand, should be the same for 
all commodities, since the term on the right-hand side of the 
equation is considered as a measure of the standard of living of 
the household. It will thus be an average of the specific scales.’ 
It is termed the all-items scale, or income scale (following 
Houthakker). 

The change in the consumption of a particular commodity asa 
result of the addition to the household of a person of type & will 
thus depend on the coefficients a;, 8B; (for the particular com- 
modity), and the income elasticity of the commodity. More 
precisely, the magnitude of the change in its consumption will 
depend on the difference (approximately) between f; and the 
product of « and the elasticity; the effect of an increase in 

1 The weights are approximately proportional to the expenditures on the 
commodities; the solution given by Houthakker (1952, p. 10) is equivalent to 
this for Engel curves that are straight lines through the origin. The determins- 
tion of the «-scale as a weighted average of the specific scales was proposed by 


Kirkpatrick in 1921-22, and has been used in the U.S. Wage Earner Study of 
1934-36; see Woodbury (1944), p. 461, for references. 
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household size can thus be regarded as composed of a specific 
effect, via the 8, and an income effect via the «.1 

In positing the equation (1) it is assumed that a doubling of 
income and of household size will leave consumption per person 
unaffected (supposing only one type of person is in the household), 
that is, there are constant returns to the scale in the terminology 
of the theory of production. While this assumption may be 
substantially correct and may explain the broad phenomena 
of consumption patterns it is apparent that it will not be exactly 
true in general.2, The effect of economies (or diseconomies) of 
scale will then also be analysable into: (a) a specific effect due to 
economies in the consumption of the particular item, and (6) an 
income effect due to economies in the consumption of all other 
goods which will lead to the household’s distributing its purchases 
according to a standard of life higher than that indicated by the 
measure of household income per person.® 

With this theoretical framework in mind it is now possible to 
review the methods adopted in earlier analyses. These may be 
examined under three heads. 

(i) The recent investigations to determine the cost of children 
may be regarded as attempts to estimate children’s coefficients 
on the income scale. The methods employed by Nicholson and 
Henderson in their investigations (based on a suggestion made by 
Rothbarth in 1943) involve the choice of a standard commodity 
the consumption of which depends only on the standard of living 
of the household and not otherwise on the number of children. 
In the terminology of this section the children’s coefficient in the 
specific (8) scale for the commodity is required to be zero. By 
finding the Engel curve for the standard commodity separately for 
households without children and households with children, it is 
possible to derive by difference the amount of income it would be 
necessary to give to the household with children in order to raise 
its consumption of the standard commodity to that of the house- 
hold without children. By assumption this is the transfer of 
income necessary to equalise the standards of living and provides 
an estimate of the children’s coefficient on the income scale. 


1 Differentiating (2) with respect to nz gives 


1 dz =pini - 
= dg ~ (Be — 909 Seen) | 2A 
where 7 is the income elasticity for the commodity. The result in the text 
follows if XBn;/ Xan; is approximately equal to unity. 
® A practical discussion of this point may be found in Stone (1951), pp. 10-11. 
* A similar argument may be developed for the general case in which household 


size is measured on «@- and f-scales. 
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Four such standard ‘“‘ commodities ” have been used in past 
analyses: (a@) household savings; (b) excess income, that is, the 
income left after the purchase of the household’s necessaries !; 
(c) expenditure on adult clothing ?; (d) expenditure on drink and 
tobacco.” 

Analyses using these methods have not, however, led to any 
firm results.* Some reasons for this may be: (a) the basic 
unreliability of the information on the consumption of the stan- 
dard commodities. It is well known that returns for drink and 
tobacco are heavily understated, and the savings figure is regarded 
as so unreliable that in many surveys it is not even asked for. 
(b) The fact that a very narrow range of expenditure is used for 
determining the total cost of a person. (c) The assumption that 
the children’s coefficients on the f-scale are zero may not hold 
true sufficiently precisely. (d) The method is based on finding the 
difference between two curves whose parameters are estimates 
subject to error. (e) Since the two curves are determined from 
only a selection of the budgets, the available information is, in 
general, used in an inefficient manner.* 

(ii) The second type of method considered here may best be 
regarded as an attempt to derive specific scales. It is based on 
the simple proposition that consumption depends on household 
composition. The effect of income is entirely neglected, and the 
equivalence scales are estimated by simply taking the regression 
of consumption on the different types of persons. 

In accordance with the argument of this section, this method 
can be expected to give valid results only if the income elasticity 
of the commodity is zero. If the good is a luxury the method is 
obviously inapplicable, since an increase in household size is 
accompanied by a lower expenditure on the commodity : in the 
case of standard foodstuffs, which is the usual field of application 
of the method, it is to be expected that the effects shown for 
children (and other “ additional” members of the household) will 
be underestimated by an amount which varies directly with the 
income elasticity of demand for the commodity. 

The importance of the method from the point of view of this 
paper is that its applications have shown the possibility of 


1 Used by Rothbarth (1943). 

2 Used by Nicholson (1949), and Henderson (1950). 

3 See, for example Henderson (1950) p. 281, who, in surveying a number of 
alternative calculations, says, ‘‘ those given provide a sufficient variety to show 
that no great reliance can be placed on any results obtained from the data avail- 
able for analysis.” 

4 See Kemsley (1952), p. 198. 
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obtaining coefficients within reasonable margins of error which 
may be assessed statistically, as in the recent paper by Kemsley 
(1952). In that paper he considers expenditure on all food and, 
separately, expenditure on bread as varying with household 
composition. Since the income elasticity for bread is close to 
zero, this method should yield good estimates for its specific 
scale; but for all food, with an elasticity of about a half, it is to be 
expected that this method will yield coefficients that are on the 
low side. 

(iii) Finally, there are the various scales of nutritional require- 
ments based on some standard of optimum health. In their 
simple form they generally ignore the possibility of substitution 
between the various nutritional elements, and cannot be regarded 
as reflecting the average pattern of consumption. While they 
may be approximately equal to specific scales, they should not 
be used in economic contexts without explicit justification. 


3. EQUIVALENT-ADULT SCALES BASED ON BEHAVIOUR 
EQUATIONS 


It will be apparent from the last section that the possibility 
of estimating economically meaningful scales of equivalent adults 
depends upon the successful separation of specific and income 
effects. Conceptually, this may be most conveniently considered 
in terms of an economic behaviour equation such as (2). If this 
equation is written with an additive error term, thus, 


2S Bim = fll [Bagm) + « . . (3) 


it should be possible to estimate the coefficients «; and f; (for the 
particular commodity) from family budget observations using 
regression methods in the same way as income elasticities are 
derived; that is, the parameters are estimated so as to minimise 
the sum of squares of the residuals. 

Whatever form of functional relationship is assumed for f, it 
is apparent that there will be considerable difficulties if both the 
a- and the f-scales have to be estimated simultaneously from the 
same data. In order to avoid this, a method has been suggested 
in an earlier paper * which, while it has not in practice been 
adopted here (for reasons given at the end of Appendix A), is 


1 This method has also been used by Quenouille (1950): the methods of 
Clements (1940) and Williams and Hanson (1941) are similar in some ways, though 
not based on least squares. 

® Houthakker and Prais (1952), pp. 74-6. 
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worth explaining in order to clarify the principles underlying the 
present approach. This simplification is based on the use of 
another type of information yielded by family budget data, 
namely that on the quality of the commodities bought by the 
household. It is clear that for a number of reasons individual 
households do not pay the same average prices for commodities 
that are physically approximately similar: in particular, house- 
holds with a higher standard of living will generally pay more per 
physical unit of the commodity on account of their preference for 
better qualities. Taking the average price paid as an indicator 
of quality, it was shown that there is a regular relationship of a 
semi-logarithmic form between quality and income per equivalent 
adult. 

If it can be assumed that the specific equivalent-adult scale 
for expenditure on a commodity is the same as that for the 
quantity of the commodity, it follows that there will be no 
specific effects in the determinants of the average price paid, 
regarded as the ratio of expenditure to quantity. Accordingly, 
the relationship between the average price paid for a commodity 
and the standard of living of the household is of the form 


p=a+blog(M/Eam). .  . (4) 


where p is the average price paid per unit of the commodity. 

The use of information on the average price paid for a com- 
modity, or a group of commodities, at various income levels could 
thus provide a method of estimating the income scale. The values 
so derived could then be inserted into (3) and the information on 
expenditures used to provide estimates of the specific scales. 

The conceptual features of the method proposed here may be 
summarised as follows : 


(a) The scales are to reflect the actual behaviour of 
households of different composition and not their idealised 
behaviour as in nutritional work. 

(b) A different scale is distinguished for each commodity. 

(c) The income scale which reflects the total effects of 
household composition on consumption is a weighted average 
of the specific scales. With the assumption made above it 
can, however, in principle be estimated independently from 
information on average prices. 

(d) The net effect on consumption of the addition of a 
person of a particular type to the household can be predicted 
only if both the specific and the income scales are known. 
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4. THe Mrtuop ADOPTED 


This section outlines the principal features of the method 
adopted in the calculations presented below. In order not to 
burden the text with the laborious practical details of the work, 
these have been collected into a number of Appendices to this 
paper, to which the interested reader may refer as necessary. 

The estimates given in this paper are for the specific scales for 
six food groups and for all food. These groups are: (1) dairy 
produce; (2) vegetables; (3) fruit; (4) farinaceous foods; 
(5) fish; and (6) meat. Their precise composition is given in 
Appendix B. The scales were estimated on the basis of the 
expenditure equation (3), assuming that the standard of living of 
the household is to be measured by income per person, that is, 
that all the coefficients of the income scale are known to be equal 
to unity. 

This assumption brings the approach outlined in the previous 
section within the bounds of practicality. It is, of course, not 
ultimately crucial, since once all the specific scales have been 
derived they can be averaged to provide a better estimate for the 
income scale and the calculations then repeated. But at this 
stage some such assumption has to be made, and the assumption of 


equal coefficients seemed to be the simplest. 
Writing m for M/=n;, the basic equation describing expendi- 
ture simplifies to 


x/XBin; = f(m) . , : . (5) 


which can be transformed so as to linearise the f’s, thus 


x/f(m) = Xin . i ‘ . (6) 
Once f(m) is known the specific scales can be determined by the 
ordinary least-squares procedure. 
Two alternative assumptions were made about the form of 
the function f. The first was that it was semi-logarithmic 
f(m) =a +blogm ‘ ‘ . 
in accordance with some earlier results on the shape of the Engel 
curve 1; and the second, that it was of the constant elasticity 
form 
f(m) = Am” . , . - (8) 
where A and 7 are constants, the latter being the income elasticity 
for the commodity. Both curves require estimates of two 
parameters, one of which is a “ scale’ parameter and the other 
a “slope ’’ parameter. 
1 See Prais (1953). 
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On combining (8) with (6) it is apparent that since only the 
ratios of the f’s are required and not their absolute values, there 
is no loss of information in leaving the “ scale ” parameter A on 
the right-hand side. The basic equation then becomes 

xzm—) = AXBin; ° ° ° ° (9) 
which is non-linear in only one parameter, 7, but linear in the 
remaining ¢ parameters. 

A similar procedure is possible for the semi-logarithmic 
assumption which leads to the equation 

x/(c + log m) = buBin; ; - (10) 
where c has been written for a/b. 

The method adopted for estimating the f’s can now be simply 
stated : the procedure is to compute the correlation coefficient 
between the composite variable on the left-hand side of the equa- 
tion (9) and the determining variables n; on the right-hand side. 
The correlation coefficient is to be calculated for different values 
of the parameter y and that value chosen which maximises the 
correlation coefficient. The f’s corresponding to the maximising 
value of 7» are then calculated. The same applies to (10), 
mutatis mutandis. 

The above is a brief account of the comparatively lengthy 
procedure that has had to be adopted in order to obtain estimates 
of the B’s. The difficulties arise from the basic non-linearity of the 
equation treated, and, as always in such cases, it is necessary to 
devise some ad hoc procedure which generally is less satisfactory 
and less elegant than the classical procedures for the linear case. 
While the above brief account has attempted to present the 
principles at the basis of the procedure there is a further approxi- 
mation involved in the calculations, an account of which is 
given in Appendix A. 

One further point requires explicit mention here. It will 
have been noted that instead of minimising the sums of squares 
of the residuals of (9), or (10), the criterion of maximising the 
correlation coefficient has been adopted. In the linear case the 
two criteria are identical, but here since the variance of the 
left-hand side depends on the value of a parameter, it would be 
wrong to consider simply the sum of squares of the residuals. 
The use of the correlation coefficient provides an adjustment for 
the changing variance of the left-hand side, since it, in effect, 
divides the residual variance by the original variance. 

The whole procedure was programmed for the Cambridge 
electronic computer, the EDSAC, so that the machine itself 
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iterated for the maximum value of the correlation coefficient. 
Once all the data had been fed into the machine together with 
an initial value of the parameter c, or 7, a first estimate of the 
p's was calculated and the correlation coefficient found. The 
value of the parameter was then increased by a fixed interval 
and the calculation repeated so long as this led to an increase 
in the correlation coefficient. If the coefficient decreased the 
interval of iteration was automatically reduced, so that near the 
maximum value the function could be mapped out to any desired 
degree of detail.1 


983 | 
R* 





1 | 1 1 
4 5 6 7 


Diagram Illustrating the Convergence of the Iterative Procedure 





The process of iteration may be best understood with the 
help of an actual calculation as in the diagram. This refers to the 
calculation for all food on the constant elasticity formulation (9). 
The value of the elasticity is measured along the horizontal axis, 
and the corresponding value of the square of the correlation 
coefficient along the vertical axis. The points are numbered in 
the order in which they were calculated by the machine and, on 
account of the simple method of choosing the next value of the 
parameter, some of the points near the maximum occur more than 


1 For an account of electronic computation in the context of econometrics, 
see Brown, Houthakker and Prais (1953). 
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once. It will be seen that after the seventeenth iteration 7 
approaches very close to the value 0-53. 


5. Tue RESULTS OF THE CALCULATIONS 


The analysis was applied to the data available from the 
British working-class inquiry into household expenditures of 
1937-38. In this inquiry information was collected on both 
expenditures and, where possible, quantities from households 
who kept account of their purchases for four weeks spread over a 
period of a year. We were able to use the returns for some 2,200 
households. 

Eight types of person were distinguished in our analysis: 
(1) adult male; (2) adult female; (3) adolescent male (aged 
14-17); (4) adolescent female; (5) child aged 10-13; (6) aged 
5-9; (7) aged 1-4; and (8) baby under 1 year. There is no 
reason why further types of persons should not be distinguished, 
and there is, indeed, much to be said for treating the husband 
and wife of the household differently from additional adults. 
In view of the novelty of the method, it was thought, however, 
that the above classification would be adequate at this stage. 

The estimates obtained according to the semi-logarithmic 
formulation (10) and the constant elasticity formulation (9) are 
given respectively in Tables II and III. Each column gives 
estimates for the eight types of person, with the adult male 
coefficient set equal to unity, together with the income elasticity 
for the commodity,! the value of the square of the correlation 
coefficient and, in row 11, a figure for judging the reliability of the 
estimates, the use of which will be explained below (pp. 804-5). 

Before commenting on the individual results it is as well to 
point out a principle which should be kept in mind in interpreting 
them. The present analysis separates out the total effect on a 
household’s consumption resulting from the addition of an extra 
person, but this may not always be due solely to the consumption 
of that person himself. For example, the addition of a child to 
the household will lead to an increase in expenditure on children’s 
clothing, but it may also lead to an increased expenditure on 
mothers’ aprons and the like. This method attributes such in- 
creases in ancillary expenditures by other members of the house- 
hold to the particular member added. 

Whether this is a desirable property of our estimates or not 
depends on the purposes for which they are required. For 


1 In the case of the semi-logarithmic formulation the elasticity declines with 
income; the value given corresponds to the average income. 
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nutritional studies which are based on the consumption of in- 
dividual members of the household, this is clearly not a desirable 
feature, though where the magnitude of such ancillary expendi- 
tures may be expected to be small it will not affect the successful 












































TABLE II 
Specific Scales for Foodstuffs on the Semi-logarithmic 
Formulation 
- | Vege- : Farin- : All 
Dairy. chien. Fruit. ossein. | Fish. | Meat. Seed 
1. Adult male . ~ 1a 1 3 1 1 1 
2, Adult female . |0-97 | 0-91 1-22|} 0-85 |0-91 | 0-70 | 0-88 
3. Male 14-17 . . | 0-87 1-03 0-65| 1-01 0-68 | 0-55 | 0-81 
4, Female 14-17 . | 0-71 0-72 0-68! 0-73 |0:59 | 0-48 | 0-65 
5. 10-13 . : . |0-75 | 0-87 0-66! 0-89 | 0:84 | 0-54 | 0-71 
65-9 : . |0-58 | 0-78 0:65| 0-65 | 0:41 | 0-35 | 0-57 
ee 4. : . 10-63 | 0-75 0-59! 0:55 |0-43 | 0-30 | 0-52 
ae 7 . |0-83 | 0:36 |—0-36| 0-39 |0 0:09 | 0-35 
9. Elasticity . . |040 | 0-48 |0-68 | 027 | 0-53 | 0-47 | 0-46 
10. R? ; : . | 0-947] 0-869 | 0-766| 0-929 | 0-704 | 0-932 | 0-984 
ll. Standard Error . |0-05 | 0-08 | 0-11 0:05 |0-12 | 0-04 | 0-02 
| | 
TABLE IIT 
Specific Scales for Foodstuffs on the Constant Elasticity 
Formulation 
| 
: Vege- : Farin- : | All 
Dairy. Pa. sl Fruit. Parente Fish. | Meat. | food. 
1. Adult male 1 1 1 1 1 | 1 1 
2. Adult female . | 0-96 0-89 1-18 0-84 0-89 | 0-68 | 0-86 
3. Male 14-17 0:85 1-05 0:70 | 1-01 0:71 | 0-54 | 0-82 
4, Female 14-17. | 0-69 0-73 0-70 0-73 0-62 | 0-47 | 0-65 
5. 10-13 0-69 | 0-85 0-59 | 0-88 0:83 | 0-48 | 0-69 
6. 5-9 0-54 | 0-77 0-60 | 0-64 0:39 | 0-31 | 0-55 
7. 1-4 0-58 | 0-74 0:56 | 054° 0-43 | 0-26 | 0-51 
8. <1 0-75 0:33 —0-42 0-38 —0-03 | 0-05 | 0-32 
9. Elasticity 0-41 0-57 0-88 | 0-29 0:66 | 0-52 | 0-53 
10. R® " . |0-945 | 0-869 0-764 | 0-929 0-703 | 0-930 | 0-983 
ll. Standard Error | 0-05 0-08 0-11 0-05 0-12 | 0-04 | 0-02 


























application of the method, as in the study by Clements (1940). 
For purposes of economic policy, on the other hand, it would seem 
that the inclusion of ancillary expenditures is generally a desirable 
feature of the method so that when the cost of a child is assessed, 
for example, it will take account of all the expenditure on clothing 
that it may occasion. 

We turn next to consider the results for the various com- 
modities, noting first that the results of the two tables are very 
similar. What differences there are affect the income elasticities 
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for the commodities—which are always higher. on the constant- 
elasticity estimate—rather than the coefficients which are the 
interest of this paper. 

Secondly, the adult male is here seen to account generally 
for the largest proportionate expenditure on foodstuffs. This 
might have been expected, since the estimates are based on the 
Ministry of Labour’s working-class inquiry in which a large 
proportion of the households had male manual workers. The 
difference for expenditure on meat is particularly large. 

Thirdly, the difference between the sexes-is to be noted also in 
the adolescent group, aged 14-17, in which the male has a con- 
sistently higher coefficient than the female. Indeed, for vege- 
tables and farinaceous foods, the male adolescent has a higher 
coefficient than the adult male. 

Fourthly, the coefficients for children decrease smoothly with 
age. The coefficients for the infant under one should not be 
taken too seriously, since the ancillary effect is particularly large 
here. The great quantity of milk he appears to be drinking no 
doubt goes largely to his mother, and the negative coefficient for 
fruit may only mean that the mother with an infant eats less 
fruit than otherwise : since she is shown to have a large coefficient 
of 1-2, this would only be reduced to 0-8 on the arrival of the 
infant. The infant’s coefficients for fish and meat, on the other 
hand, seem to be realistically low. 

There are no doubt many other features of these results that 
will strike the reader. It would have been desirable to make some 
comparisons with earlier investigations, but this is only possible 
directly for the scale for all food, since the individual scales 
published by nutritionists refer to nutritional elements rather than 
to food groups. The main characteristic of our scale for all food 
is that it gives, on the whole, a higher weight for very young 
children than do most other scales. Children under 1 on the 
Amsterdam scale, for example, are given a coefficient of 0-15, and 
those between 1 and 5 have an average coefficient of 0-35; these 
may be compared, respectively, with our coefficients in Table II 
of 0-35 and 0-52. 

Finally, we comment on the reliability of the estimates and 
the degree of confidence that may be placed in them. Estimates 
may be subject to error both on account of fluctuations due to the 
statistical element in dealing with a sample of observations and 
on account of the possible errors in the basic assumptions. In 
econometric work the statistical error is generally large because of 
the paucity of observations; even two thousand observations are 
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not necessarily sufficient to provide estimates which are sufficiently 
accurate for all purposes. 

The matrix of the correlations between the types of persons 
and the inverse of the moment matrix, which provides the 
variances of the estimates, are given in Appendix B. The 
variances of the coefficients may be derived from the latter by the 
usual formula for the variance of a ratio given by 

o*, = 2*[0*,,/u? — 2oy,/uv + o7,/v?] . ~ (11) 
where x = u/v; in this case the taking of ratios generally doubles 
the standard error. Row 11 of Tables II and III gives the 
standard error of the adult female coefficient calculated in this 
way; the adult female coefficient for all food in Table II is thus 
to be read as 0-88 + 0-02. The standard errors of the other 
coefficients are in proportion to those given in row 11, the propor- 
tions being approximately unity, slightly more for the adolescents 
and the infant (about 1-2) and slightly less for the children 
(about 0-8). 

These sampling errors have been calculated as if (9) and (10) 
were ordinary linear equations; since this is not so, the left-hand 
side depending on an estimated parameter, the standard errors 
have thus been somewhat underestimated. Nevertheless, as far 
as the sampling error is concerned there can be little doubt that 
the first decimal place of the coefficients is well determined : 
indeed, the regularity of the pattern revealed is such that one is 
tempted to place some confidence even in the second decimal 
place. 

Rather more serious may be the errors due to the assumptions 
made about the income scale. If this has been overestimated it 
will lead to an overestimate of the specific scale by an amount 
depending on the income elasticity of the commodity. The 
evidence so far available is not sufficient to suggest whether the 
equal values adopted for the income scale is unrealistic : while for 
food the costs of an infant may be only a third of that of an adult, 
it is precisely then that extra expenditure is incurred on prams, 
baby cots and clothing which may well outweigh the economies 
achieved in other directions. On account of the high income 
elasticity for fruit, its scale is therefore subject to a greater margin 
of error than the others.! 


1In the earlier version of this paper the estimates of the scales that were 
obtained showed values of the children’s coefficients that, on the whole, were 
much closer to unity than those given here. These high values were due to a 
bias in the estimation procedure resulting from the method of grouping that was 
adopted. This bias does not exist in the estimates presented in the present 
version. 
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6. CONCLUSIONS 


A method has been presented for the analysis of the effects 
of household composition on consumption which distinguishes 
“ specific’ from ‘“‘ income ” effects, and the analysis has been 
applied to yield specific scales for six food groups. The conclusions 
which may be drawn from the analysis and its results are as 
follows : 


(a) The effect of the addition of an extra person to the 
household on the consumption of a particular commodity 
depends, approximately, on the difference between the 
coefficient of the person on the specific scale for the commodity 
and the product of the income elasticity and the coefficient 
on the income scale. 

(6) Unless specific and income effects are separated, 
biased results will in general be obtained in statistical 
analyses of the data. In particular, unless the income 
elasticity is zero, an analysis of consumption and household 
composition which ignores the effect of income may be 
expected to yield coefficients which are biased downwards. 

(c) Using explicit economic-behaviour equations, it has 
been possible to obtain estimates of specific scales for food- 
stuffs which are subject to a moderately small margin of 
statistical error. The necessity to assume an income scale 
is a drawback at this stage, but once specific scales are 
derived also for non-food items it should be possible to 
improve this step in the argument. 

(d) The results show that in the sample investigated the 
proportion of food consumption to be attributed to females is 
about 15% less than that to males. Consumption is shown 
as consistently lower for younger children than for older, it 
being about half that of an adult male for children under 
school age. 

(e) The next step in research along these lines should be 
to obtain comparable estimates for various non-food items of 
expenditure. Once these are known it will be possible to 
compare the standards of living of households of different 
composition on a much firmer basis. 


S. J. Prats 


Department of Applied Economics, 
University of Cambridge. 
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APPENDIX A 


Some DETAILS OF THE CALCULATIONS 


In this appendix some further details are given of the cal- 
culations and a brief indication of the method by which the 
procedure was adapted for the electronic computer. 

The least-squares estimator of the regression coefficients of a 
vector of observations y on a matrix of observations on k variables 
X is given by 


b=(X’X)X’y. . (12) 
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In the present application (X’X) is the moment matrix of house- 
hold composition, and has for its elements sums of cross-products 
of the form Xnn;. These observations were available on 
Hollerith cards, and could be computed in a straightforward 
manner. 

The vector y, however, is here the composite variable on the 
left-hand side of (6), and the cross-products of the vector X’y are 
thus of the form 

Xnjyxlf(m) . ‘ ° - (13) 
where x represents expenditure, as in the text. It was clearly 
impracticable to compute this expression for each of the 2,200 
households, especially since the value of f(m) changed at each 
iteration, and a method of grouping had to be adopted. The 
justification of this method depends on the fact that f(m) is a 
smooth function of income per person. Accordingly, it is possible 
to divide the data into groups for which m is approximately 
constant, calculate Xn;x for each of these groups, then weight 
inversely by f(m) and sum over all groups. If S denotes sum- 
mation over groups this method thus replaces (13) by expressions 
of the form 


Lina , > . (14) 


1 
8 Fon) 


If there are g such groups the cross-products Xnj;a can be 
arranged in a matrix of Z of order¢ x g, where ¢ is the number of 
types of person distinguished. If the vector of length g with the 
elements of 1/f(m) is denoted by f, it follows that an estimate of 
X’y will be given by 

XyoZW . . ‘ . (15) 

The closeness of the estimate depends on the number of 
groups distinguished; but the error introduced by the approxi- 
mation adopted should not introduce any bias into the result. 

Ten groups were distinguished as follows (‘‘ income ”’ being 
measured as total expenditure per person per week) : 





P Number of 
me range. Average income. 
Income 8 8 households. 





<13e. 10s. 4d. 249 

13s. to 15s. 6d. 14s. 5d. 181 
15s. 6d. to 18s. 16s. 9d. 196 
18s. to 21s. 19s. 6d. 247 
21s. to 24s. 22s. 6d. 243 
24s. to 27s. 258. 6d. 230 
27s. to 31s. 288. 9d. 222 
31s. to 35s. 6d. 338. ld. 204 
35s. 6d. to 42s. 38s. 7d. 187 
> 42s. | 548. 2d. 249 
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The matrix (X’X)! was first computed, and this was stored 
in the electronic computer together with the matrix Z for the 
particular commodity, the vector of average incomes, and pro- 
grammes for computing the function f(m), for adjusting the 
values of its parameters, and for matrix multiplication. 

Having computed the vector f, the matrix then multiplies a 
matrix by a vector to give (15), and once again to give the co- 
efficients b by (12). The residual sum of squares is then computed 
from 

ee=yy—bX’y . , . (16) 
that is, the inner products of two vector are required. 

Aside from the time required to punch the number tapes and 
prepare the programme for the computations, about twenty 
minutes of machine time were required for the calculations for 
each commodity. 

The reason for not using the information on prices, in the 
way mentioned in the text, is that it would have been impossible 
to obtain the required cross-products without an enormous and 
uneconomical amount of computation. The information avail- 
able on the Hollerith cards gave only quantities and expenditure, 
hence prices would have had to be computed and, further, some 
earlier calculations on grouped data showed it would have been 
necessary to use averages of quite a number of price series on 
account of their comparatively large variance. There did not 
appear to be any method of grouping, such as that given by (14), 
which could have simplified the calculations. 


APPENDIX B 
THE VARIABLES AND THE CORRELATION MATRICES 


The precise definitions of the variables used in the calculations 
is as follows : 

1. Dairy produce: Milk (fresh, skimmed, dried, including 
dried-milk preparations), cream, butter, margarine, cheese. 

2. Vegetables: Potatoes, greens (cabbage, cauliflower, 
lettuce, peas and beans, etc.) roots, tomatoes, onions, dried 
legumes (lentils, split peas, etc.), tinned and bottled vege- 
tables. 

3. Fruit: Oranges, apples, bananas, dried fruit, tinned 
and bottled fruits. 


4. Farinaceous foods: Bread, flour, cake mixture, oat- 
No. 252.—von. LxmI. 3H 
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meal, rice, sago, etc., macaroni, cereals, biscuits, buns and 
cakes. 

5. Fish: Fresh, shell, dried and cured, fried, tinned. 

6. Meat: Beef, veal, mutton, lamb, pork, bacon and 
ham, sausages, tinned meat. 

7. All Food: Includes expenditure on meals away from 
home. 

8. Income: As usual in family budget studies, total 
expenditure was used as a measure of income. 


The correlations between the eight types of persons are given 
in the following matrix : 





Adult | Adult nail 
male. | female. : 14-17. | 


10-13. 





ny Ng 





1 
0-837 | 1 
0-379 | 0-375 | 1 

0-379 | 0-375 | 0-191 
0-444 | 0-414 | 0-395 
0-415 | 0-403 | 0-264 
0-368 | 0-366 | 0-143 
0-232 | 0-224 | 0-074 




















The inverse of the moment matrix, that is (X’X)}, the 
elements of which are proportional to the variances and co- 
variance of the regression coefficients, is given below. The number 
of persons was the sum of the number found in each of the four 
weeks of the inquiry, and the figures have further been multiplied 
by 10°: to return to original units, the values below should 
therefore be multiplied by 16 x 10-6. 





Adult | Adult | Male | Female 
male. | female.) 14-17. | 14-17. 





Ng Ns % 
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A REVISED THEORY OF EXPECTATIONS ! 


Proressor G. L. 8. SHackie’s ELxpectation in Economics * 
has, in the four years since its first publication, aroused much 
interest; but it has not stimulated quite the volume of con- 
troversy which the importance of its subject would justify. 
For we can hardly hope to explain what is happening in the 
economic system if we do not understand how people make up 
their minds when they are faced by uncertainty about the future. 
I find it strange and ludicrous (for instance) to see economists 
trying to explain the business cycle—which must surely be 
vitally affected by changing expectations—by means of mechanical 
models which owe nothing to a theory of expectations. In this 
early and rudimentary stage of our knowledge we need (I think) 
several rival theories, so that we can look at the implications of 
each and find observed facts which will enable us to discriminate 
between them. As long as it remains without rivals, Professor 
Shackle’s theory will be pursued by the doubt that some other 
explanation of reality might be found equally plausible. 

There is, of course, one rival already in the field; the belief 
that a business man forms a probability distribution of the out- 
comes of a particular line of action, and summarises the effect 
of the action by forming the mathematical expectation of the 
outcome. It is very difficult to believe that such a process really 
takes place below the level of consciousness—which is perhaps 
why the idea peeps shyly into economic literature from behind 
a mantle of vagueness. This article is an attempt to provide 
another general theory of expectations, and at the same time to 
try to remove three weaknesses in the Shackle theory. 

The first of these can more conveniently and briefly be ex- 
plained at a later stage in the argument; the essence of it is that 
Professor Shackle has necessarily to assume that both utility and 
his “‘ potential surprise” are fully numerical. The second weak- 
ness is a lack of generality in the treatment of focus-outcomes. A 
business man is supposed to focus his attention on a single gain 


1 This article is a version of a paper for a symposium on “ business decision 
making under uncertainty ’’ at Section F of the British Association for the 
Advancement of Science, meeting at Liverpool in September 1953. The initial 
stimulus was obviously due to Professor Shackle; Mr. R. A. D. Egerton and Mr. 
R. F. Harrod have also kindly allowed me to steal ideas from them. 

* Second edition (Cambridge University Press, 1952). 
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and a single loss—two outcomes which, after watering their 
desirability (or undesirability) by the surprise to which their 
occurrence would give rise, prove more stimulating than all 
alternative brews. But why two? Why not three or four? 
Why not one? A strong favourable stimulus might occupy the 
mind to the exclusion of all the chances of loss. It is possible to 
devise experiments in which it is clear that attention is focused on 
more than two outcomes; but these are admittedly artificial, 
and I was first led to take the matter seriously by the occurrence 
of a complicated Stock Exchange situation in which it seemed clear 
that three outcomes were simultaneously present in the minds of 
investors. 

The second weakness is a more fundamental one, and relates 
to the nature of potential surprise. We will suppose (and this 
seems reasonable) that a business man can put the outcomes of a 
given action in order of their likelihood, as he sees them from his 
present viewpoint with his present information. He can form, 
that is to say, what we can call a subjective probability ordering; 
and by a degree of belief I shall mean simply the position which an 
outcome occupies in this ordering. It is quite true, as Mr. J. D. 
Sargan points out, that having got so far there is no logical 
barrier in the way of defining a subjective probability in every 
way analogous to the “ objective’ probability obtained as a 
statistical frequency. Similarly, there is no barrier in the way of 
my proceeding to Timbuctoo next week; it perhaps introduces a 
dangerous irrelevancy to suppose that the mind makes journeys 
which it has no intention of making.” 

For the present, therefore, the degree of belief is simply a 
position in an ordering. Now the outcomes which are on the top 
step in this ordering, the “ most likely ’’ ones, must clearly carry 
zero potential surprise ; no rational man would be surprised at the 
occurrence of one of a group of outcomes which he regarded as 
more likely than any outside the group. But what of the out- 
comes on the step one below the top? These must, it appears, be 
associated with some potential surprise greater than zero.’ In 


1 “* Subjective Probability and the Economist,” Yorkshire Bulletin of Economic 
and Social Research, February 1953, p. 53. 

2 It is also noticeable that Mr. Sargan requires the services of the mantle of 
vagueness when he comes to discuss (op. cit., p. 59) what the entrepreneur does 
with his subjective probability. 

3 This appears to follow from the postulates in Shackle, Expectation in 
Economics, 2nd edition, p. 130; and it is explicitly stated on p. 11. It is also the 
deduction which I made in my review article (Economic JoURNAL, March 1950, 
p- 100). 
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other words, all unsurprising outcomes are equally likely. Now 
this does not, I think, conform to the natural usage of words; 
one can very well feel that it is more likely that the Conservatives 
will win the next General election, without assigning any degree 
of surprise to the possibility that Labour will win. Many a deep 
pit has been dug by those who unconsciously use words in two 
senses; and in this case Professor Shackle may be found to have 
fallen into one of his own digging ! : 


“‘ Suppose I am watching a cricket match when Hutton 
is batting. If his final score turns out to be 500, I shall be 
surprised, because experience and Wisden show that human 
fatigue and the wearing properties of grass pitches make 
such a score scarcely feasible. But if his score turns out to 
be 50, or 49, or 81, or 2, or (alas, let me whisper it) even 
nought, I shall not be in the least surprised. Potential 
surprise is to be attached in some greater than zero degree 
only to those imagined things which seem incongruous or 
extravagant, that demand a stretch of the imagination or a 
special search for points of contact with what is familiar. 
When my friends meet me in the street they do not stagger 
back dumbfounded because out of all the million people in 
Liverpool it is just myself who has turned up.” 


That, I suggest, is an admirable description of the common-or- 
garden idea of surprise. It marks off, among Hutton’s scores, 
a subset carrying zero surprise, from 0 to (say) 200. The com- 
plementary subset (containing propositions such as that Hutton 
will score something other than 47) all carry zero surprise. Then 
by axiom 3 (Shackle, p. 130), which appears to be a necessary 
and sufficient condition for equality between degrees of belief, 
all Hutton’s scores from 0 to 200 carry equal degrees of belief. 
Or, on p. 11, we find the inner subset defined by those outcomes 
which have equal degrees of belief higher than the belief attaching 
to outcomes outside the subset; and the outsiders have attached 
to them a degree of potential surprise greater than zero. 

But this is plainly nonsense. One need be no student of form 
to think it more likely that Hutton will make 50 than 0, or more 
likely that he will make 50 than 200. In my subjective probability- 
ordering, I attach a higher degree of belief to the chance? of 
meeting in the streets of Liverpool the Lord Mayor than to the 
chance of meeting Professor Shackle; but neither of these events 
would surprise me. 


1“ A Comment on Mr. J. D. Sargan’s paper,” Yorkshire Bulletin, February 
1953, p. 65. 
* The word has no concealed statistical significance. 





814 THE ECONOMIC JOURNAL [DEC, 


The trouble is, however, that once one admits varied degrees of 
belief into the inner subset it is no longer obvious that the out- 
comes at the extremes of that subset will attract more attention 
than those in the middle. Let us start again at the beginning. 


The problem of making up one’s mind in face of uncertainty 
is a problem of simplification. There are commonly many lines 
of action, and many possible outcomes to each—perhaps a whole 
continuous set of them. There is a mass of information about 
similar actions taken in the past, which has to be judged and 
interpreted in relation to the changed circumstances of the 
present and future. There are many different ways in which 
Nature or the unknown actions of other men may upset one’s 
calculations. Under the circumstances it is remarkable that we 
ever manage to make up our minds at all; and we surely only do 
so by a subconscious simplification of the issues. If we are to 
understand the impact of expectations on economic life, we must 
understand how the simplifying process works; and that is why 
we shall learn nothing at all from studying rudimentary experi- 
ments in decision which are already as simple as they can be made. 

Let us fix our attention on an investor who is about to buy 
some stocks and shares. His actions are much more easily 
observed than those of an entrepreneur who is extending his 
factory or branching out into a new product, but the problems 
are similar. Suppose I buy 100 shares in Standard Motors at 
6s. 6d. Then the outcome, in terms of capital value, at a given 
date in the future, can be looked at as one of a range of “ con- 
ceivable values ” at that date. Looking at an hour hence, the 
range will be narrow—perhaps 6s. to 7s. For six months it will 
be wider—4s. to 12s. Looking ahead five years it might be nil 
to 20s. 

Now the human mind does not, I think, carry very easily a 
picture of a continuous variable. Attention will at once be con- 
centrated on typical outcomes in imagined future situations; 
the first rule of simplification being that all variables must be re- 
duced to a few discrete values. The number of typical outcomes 
depends in part on the liveliness of the imagination in conjuring 
up alternative future situations, and in part on the distance of 
the image-date (7.e., on the time available for disturbing elements 
to enter in). We may find that, in looking at a fairly close date, 
a man’s calculations are based on a single typical outcome. He has 
made up his mind about what will, he thinks, happen; he has no 
side-glances at alternative possibilities. 
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The formation of the set of typical outcomes is a process of 
broad judgment very difficult to analyse. The mind seems to be 
under some pressure to reach definite decisions; the sensation of 
“not knowing what one thinks ”’ is unpleasant, and therefore 
one tends to give undue weight to any scraps of firm information, 
and to brush aside disturbing factors because they are too vague 
to be assessed. A belief that Standard Motors will be worth 
7s. next week may be based on no more than the projection of a 
trend; but, where all else is vagueness, it is an attractive sim- 
plifying assumption to suppose that trends go on for some way into 
the future. 

So far I have diverged from Professor Shackle merely by 
introducing a preliminary process of breaking down the con- 
tinuous range of outcomes into parts represented by typical 
outcomes. It seems to me that even this gives a picture of the 
process too precise to be realistic; very often expectations are of 
the kind ‘‘ If things stay as they are, Standard Motors shares will 
goup”; “if purchase tax is lowered, they will go up a lot’; 
“Tf their latest model of car is a failure, they will go down.” 
But ultimately, in order to make choices between different ways 
of employing funds, an investor will have to “ put a figure ” to 
ideas like “ will go up ” and “ will go up a lot”; I think that he 
will then arrive at a typical expected value for each set of circum- 
stances, rather than a whole range of values. 

Now the various typical outcomes, associated with imagined 
future situations, command various degrees of belief. Strictly 
speaking, these are affected, not only by the subjective pro- 
bability-ordering of the imagined future situations themselves, 
but by varying degrees of belief in one’s power to decide on a 
typical outcome. Thus a result which would be certain if an 
unlikely situation came to pass might command more belief than 
a doubtful guess about a more likely situation. This would 
involve a problem of combining orderings, of which we shall get 
& more important example in the next paragraph; and it is per- 
haps a fair simplification to suppose that “ best judgments ” 
rank fairly equally in their degree of acceptance, so that the 
typical outcomes will be in the same order of belief as the imagined 
situations which give rise to them. 

Let us now suppose that the stimulus of a given outcome is 
compounded of the anticipated pleasure or pain which that out- 
come creates in us as we think of it happening, and our degree of 
belief in its happening. In following Professor Shackle in this 
step we find ourselves up against a crucial difficulty, which causes 
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in his theory the first weakness which was briefly mentioned above, 
A function of two variables, either or both of which is defined only in 
its ordering, will not in general have unique maxima. Suppose, 
for instance, that we represent the stimulus by multiplying the 
money outcome by an index of degree of belief (or of potential 
surprise, if that is preferred). Let the outcomes £100, £300, £400 
carry degree of belief indices 1, 4, 4; so that the stimuli are 100, 
150,100. Then by changing the degree of belief indices (without 
altering their order) to 1, 4, 7% we can make the stimuli 100, 100, 125 
and shift the greatest one from the second to the third position. 
And in fact the situation is worse than this, for the money-out- 
comes ought to be replaced by rankings of the utility to which 
they give rise. 

This means that the representation of the stimulus by a 
mathematical function (Shackle, p. 18) or by a curve (p. 20) is 
invalid unless both utility and potential surprise (or probability) 
are fully numerical. This means that, within the chosen range of 
their indices, they should be what I will christen as “‘ twiceable ”; 
i.e., such that relations like “twice as surprising”’ or “half as 
useful ” have a meaning. Professor Shackle does in fact provide 
(p. 10) for a definite (though strictly personal) numerical scale of 
potential surprise. The essential condition for the existence of 
such a scale is an ability to compare differences; for if we can say 
whether the interval of utility, potential surprise or probability 
from A to B is greater or less than that from B to C, we shall be 
able to move B until AB = BC, or AC = 2AB. Interestingly 
enough, mankind certainly has a partial ability to compare such 
differences; as a strong opponent of the onion, I have no diffi- 
culty in saying that the difference between my preferences for 
onions and cabbage exceeds that between cabbage and carrots. 
But I doubt if we can claim that this ability extends to finer com- 
parisons of differences; and I do not therefore find Professor 
Shackle’s double assumption wholly plausible. It is important 
to realise that the difficulty produced by rejecting it is not one 
which is removable by a little ingenuity. It is a logical im- 
possibility to derive a unique ranking by compounding two pure 
rankings, or one ranking and a numerical index. 

Introspection suggests, however, that the difficulty is not due 
to our having followed a false trail thus far; it has a real counter- 
part in the processes of the mind. I prefer lamb to beef, and 
sprouts to cabbage; I therefore have no difficulty in deciding to 
have lamb and sprouts instead of beef and cabbage, but if the 
menu offers me lamb and cabbage or beef and sprouts I am 
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conscious of a difficulty in making up my mind.1 When the 
matters under consideration are more weighty, the tension thus 
created may become great indeed. To fight an act of aggression 
may do both more good and more evil than to give in to it; and 
the agony of deciding what to do in such a situation is surely due 
to the existence of contrary rankings of preference, side by side, 
and incapable of being given a numerical measure. 

But business men are observed to make up their minds. 
Let us look more closely at the size of the problem. It seems to 
me likely that, just as the mind simplifies a continuous distribu- 
tion of outcome by concentrating on a few typical outcomes, so 
also it will simplify the degrees of belief. It will not be sensitive 
to small differences of belief, or (rather) it will never give that 
minute attention to differences of circumstance which would 
enable small differences of belief to appear. Insfead, it will rank 
outcomes in broad groups, the “ perfectly possible,” the “ just 
possible,” and so on. It seems to me that Professor Shackle’s 
“ potential surprise ’’ properly appears as a result of this simpli- 
fication ; it is a special case in which the top group of unsur- 
prising outcomes, the “ perfectly possible’ group, contains no 
appreciable differences of degrees of belief. But, if this is so, 
then potential surprise has no business to turn itself into a con- 
tinuous function outside the central subset; corresponding to 
that subset we should have a number of other groups, each con- 
taining items equal in surprise and in degree of belief. 

We now have a picture of degree of belief like a short stair- 
case, perhaps of one, two, six or ten steps. On each step stand a 
number of typical outcomes of varying height (7.e., attractiveness). 
Clearly between those gains carrying equal belief we need only 
look at the largest; so only one on each step need be considered. 
Clearly also we may be able to exclude others from consideration 
on the grounds that they are both smaller and less to be believed 
in than their fellows; so that the total number of gains competing 
for attention will be less than or equal to the number of typical 
(gain) outcomes, and less than or equal to the number of steps of 
belief. It will be noticed that at this point it has become necessary 
to speak explicitly of gains. The point of view we are taking 
supports Professor Shackle’s view that losses must be looked at 


1 Mr. W. E. Armstrong (Economic JouRNAL, March 1948, p. 1), chooses the 
alternative path of deducing, from the fact that people are observed to make up 
their minds, that both utility and subjective probability must be numerical. 
But I do not think that Mr. Armstrong sufficiently examines what happens when 
we cannot make up our minds. 
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separately ; for in this strictly non-numerical system there is no 
way of comparing the sweetness of a gain with the bitterness of a 
loss. 

Let us call the set of outcomes thus selected for consideration 
primary typical gains and losses. Each has associated with it two 
rankings, one in the scale of utility and one in the scale of belief. 
Now let us compare the course of action typified by these expected 
outcomes with another course of action. ‘To do so we may have 
to extend the staircase of belief; but quite usually the outcomes of 
the new course of action will have parity of belief with some of 
those of the old, because they will arise out of the same imagined 
circumstances. Thus one may say, “If there is war, share A 
will be worth 20s.; if there is war, share B will be worth 2s. 6d.” 
The two outcomes, 20s. and 2s. 6d., may both stand on the same 
step of belief, corresponding to one’s degree of belief that there 
will be war. 

Now I think that it is realistic to suppose that the courses of 
action (call them A and B) will in the first place be compared in 
each of the imagined future circumstances ; that is to say, separately 
for each of the steps of belief. This seems to me to be the natural 
way of thinking. “Course A will be better than Course B if 
there is inflation; but B is wiser if there is to be a change 
of Government...” and so on. (If two of these imagined 
circumstances carry the same degree of belief, one will, of course, 
compare the bigger, or primary, outcome.) This step is a de- 
parture from Professor Shackle’s theory, in which A and B 
are first summarised into focus gains and losses and then com- 
pared; though I shall show that they become identical in a 
special case. 

What are the possible results of this comparison ? 

(1) A may be unequivocally better than B; that is to say, for 
each step of belief, its primary gains may be larger, and its 
primary losses smaller, than those for B; or vice versa. ‘This 
definite answer may not be so unusual as it sounds, for it may be 
that the previous steps of simplification have reduced the number 
of primary typical gains and losses to one or two. If there is 
only one gain and one loss to be compared, then one would expect 
a definite answer 50% of the time, even if losses are unassociated 
with gains. 

(2) The weight of the evidence may favour A, or favour B. We 
must go carefully here, lest a numerical degree of belief sneaks 
in by the back door. But if A is superior to B, except in one or 
two imagined circumstances which are not of the most likely, 
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then we would, I think, without making much comparison of 
stimuli, be willing to come down on the side of A. The reason 
may be simply that a decision has to be made, and the compulsion 
to make it makes us snatch at any evidence however slight. 

(3) A is uniformly more risky than B (or vice versa); that is 
to say, on each step of belief A has the better primary typical 
gain, but also the worse primary typical loss. If there is only 
one step, this is just the kind of situation which can be dealt with 
by Professor Shackle’s gambler indifference curves; his special 
case, in which no outcome is surprising, corresponds exactly to 
my special case with only one step of belief. If there are several 
steps, we shall get several pairs of points on the gambler indiffer- 
ence map. We may either get an unequivocal answer, that for 
each level of belief A’s point is preferred to B’s, or vice versa; or 
the weight of evidence may favour one or the other; or we may be 
left in doubt. 

(4) This doubt can also arise in the more general case, if 
neither outcome is uniformly better, nor uniformly more risky, 
nor preferred on the weight of the evidence. We have now 
arrived, I think, at the irreducible minimum of doubt. If we 
did not go through the earlier stages of reducing the number 
of outcomes and steps of belief to a very few, this doubt would be 
ausual occurrence. ‘‘ The more one looks at the matter, the more 
difficult it appears’’; %.e., a close analysis, by increasing the 
number of possibilities brought under consideration, makes it 
more difficult to decide. It is simplification which makes decision 
possible—but, even then, doubt may sometimes remain. 

What do we do about it? There are four reactions which 
seem to me to be possible. One is to look for a third course of 
action which can beat both the other two—.e., to make the 
decision between them unnecessary. Faced with the choice of 
lamb and cabbage or beef and sprouts I may look on the menu 
for plaice and chips. Another is to delay action, if that is possible ; 
this may have some significance in the study of the choice of assets, 
for people may be liquid for a period because they are unable to 
make up their minds about how to employ their money. A 
third possibility is to do both the actions, between which decision 
is so difficult; this is surely the origin of hedging. A fourth is to 
trust to Chance, to toss a coin, to use some irrelevant adjunct of A 
or B as a reason for preference. 

The theory outlined above is less general than Professor 
Shackle’s, in that it works with discontinuous variables; but it is 
more general in allowing comparisons of more than two outcomes. 
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It is, I hope, free from the objections which I have raised to the 
concept of potential surprise and to the nature of the stimulation 
function, but without letting numerical probability back into the 
picture. It explicitly recognises the existence of an irreducible 
doubt; and in doing so it seems to me to cover a wider range of 
the possibilities of which I am aware in my own business decisions. 
But it is not yet in a form for testing. The next step is, I think, 
to accumulate case-studies on investment decisions (whether for 
financial or “ real” investment) and to examine them to see if 
they enable us to discriminate between the rival theories. 
C. F. CARTER 


The Queen’s University, 
Belfast. 





DISTRIBUTION OF INCOME IN CEYLON, PUERTO RICO, 
THE UNITED STATES AND THE UNITED KINGDOM ! 


Tue following study of distribution and level of incomes in 
Ceylon is an early venture of the sort in Asia. Ceylon’s size 
distribution of income is compared with data of fair reliability 
from one other ‘“‘ under-developed ” country in North America, 
and with excellent data from two “‘ developed ”’ countries, one of 
North America, one of Europe. 

Ceylon is a nearly six years’ old independent member of the 
British Commonwealth, with a population of 8 million and land 
area about half that of England. In the region of densest popula- 
tion in the south-west, around Colombo, the monthly average 
temperature varies only 3° the year round, between 79° and 82°, 
In the mountainous country of the central south the climate 
becomes semi-tropical and temperate, depending on altitude. 
At Nuwara Eliya, 6,200 feet up, monthly average temperatures 
vary between 58° and 62°. In the lowlands of the south-west 
the main agricultural crop is coconuts; at slightly higher eleva- 
tions rubber; and beginning in the rubber area and extending 
up highest mountain flanks the various grades of tea—low, 
middle and high-grown. 

Nearly 18% of the population were in 1950 living in urban 
areas; and 10%, on extensive estates, in considerable part foreign 
owned and operated by Europeans, and producing the bulk of the 
export crops, tea, rubber and coconuts. The remaining approxi- 
mate 72% of the population live in rural areas, producing some 
rubber and coconuts on small holdings, but more characteristically 
growing rice and minor crops on minute holdings. Pressure of 
population on land—rapidly growing since DDT’s victory over 
malaria in the late 1940s—has reduced the median peasant 
rice-holding to under one-half acre. 

The value of income produced in the Island is subject to 
sharp variations. About a third of gross income originates from 
the three export crops, whose prices can vary sharply. The 
terms of trade were at an index of 60 in July 1952, as compared 
with 123 in March 1951, the peak of the post-Korean boom. 

1 I have been helped by Mr. M. Swaminathan of the Economic Research 


Department of the Central Bank of Ceylon in tabulating and checking the Ceylon 
data. 
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Ceylon can be used as a sample for South Asia and even for 
some other parts of Asia.1_ Its economy is in transition, with 
feudal aspects in land tenure and in some social relationships; 
with very little industrial production; with well-organised 
estates side by side with traditional small-scale peasant produc- 
tion; with much hope of economic advance and fear of retro- 
gression in a newly independent and uneasy democracy. It has 
special advantages as a subject for study. The facts of its 
economic life are not blurred by internal conflict or external 
invasion; its borders are marked unmistakably by the Indian 
Ocean; its area is not so vast nor its economy so diverse that the 
significance of summary figures is lost in dispersions of the basic 
data. 


SizE DISTRIBUTIONS OF INCOME 


Our basic information comes from a survey administered by 
Dr. Harry Cullumbine in December 1950, in co-operation with 
the Department of Medical and Sanitary Services of the Ceylon 
Ministry of Health and Local Government.? The survey was 
designed to find the relation between disabling illness, and income 
and other possible determinants. The interviewers were mainly 
Sanitary Inspectors. Each of them was asked to visit twenty- 
five houses in his area. Since the Inspectors are distributed 
approximately on a population basis, it was hoped that this 
procedure would provide a fair distribution of houses visited 
over the whole Island. The twenty-five houses were chosen at 
random: a list of thirty random numbers was set against a 
numbered list of houses in the area (obtained usually from village 
headmen), and the interviewer was asked to obtain information 
from the first twenty-five houses at which there was someone at 


1 A 1949 estimate for a minority of income receivers in Japan—certainly less 
than one-fourth—is in the Statistical Yearbook of Japan, 1950, p. 374, Table 
199-B. The original information is from tax sources, and is affected by tax 
avoidance and evasion. Cf. United Nations, Economic Bulletin for Asia and the 
Far East, January-June 1952, pp. 22-4. A 1948 population census in the 
Philippines included questions on income. Results are published in W. I. 
Abraham, The National Income of the Philippines and its Distribution (Provisional 
Text, Manila, 1952). In India a sample survey for national income purposes was 
undertaken in 1950-51, with results not available at time of writing this article. 

2 The manuscript report, which may be published later, is H. Cullumbine, A 
Survey of Sickness and Disability Illness, Ceylon, 1950. ‘This study is based on 
the original near—18,000 returns. 

3 Estate dispensers were used for those estates where they were available. 
There was hence some understatement in the final total for estates, for which we 
have entered a correction. 
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home at the time of visit. The data on household income 
attempted to include real income in the form of home-produced 
foodstuffs, and the rental value of houses lived in by their owners. 
About one-eightieth of the total population was sampled : 17,946 
households, in which were 94,128 persons. 

We have thrown out some returns in which income or other 
relevant data were missing. Income is not always easy to 
. estimate, especially for families with appreciable income in real 
form, or with irregular receipts, like craftsmen and paddy 
cultivators. But the original interview forms were gone over 
for reasonableness by district revenue officers and estate super- 
intendents. We see no reason to expect any persistent bias or 
wide error. The median income for all Ceylon per household per 
month, before income tax, came to Rs. 73 (Rs. 876 a year); the 
mean income was Rs. 96 (Rs. 1,152 a year). Since the income 
tax affects only the extreme upper tail of Ceylon incomes (an 
individual is free of income tax unless his income exceeds Rs. 400 
a month), median income after income tax was the same as 
median income before tax. Mean income after income tax was 
Rs. 94 per household per month (Rs. 1,128 a year). 





. t , a 
By incomes, Percentage of Percentage of total income 


rupees per year. families. 





Before tax. After tax. 





O- 300 
300— 600 
600-— 900 
900-1,200 
1,200-1,800 
1,800—2,400 
2,400-3,000 
3,000-—3,600 
3,600—4,200 
4,200—4,800 
4,800-5,400 
5,400-6,000 
6,000—7,200 
7,200-8,400 
8,400-9,600 
9,600 and over 
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1 Average income for each intermediate group was calculated so as to allow 
for the spread of incomes as indicated by the frequencies in the preceding and 
the following groups. For the class Rs. 0-300 the midpoint was taken as the 
average; for the Rs. 9,600 and over class, the average was taken, on the basis of 
sample returns, as Rs. 10,800. 


One rupee exchanges for 21 U.S. cents, or for 1 shilling and 
6 pence. If it seems that the Ceylon income level is unbelievably 
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small, one may remember that in a northern climate an individual 
needs more food, more clothing, more shelter, and perhaps more 
recreation that costs money than in Ceylon’s benignant isle, where, 
as Bishop Heber informed us, every prospect pleases. 

The complete distribution of income is given in the Table on 
p. 823.1 

Despite some doubts as to reliability, we give below, and plot 
in a Lorenz chart, data on the 1946—47 distribution of income in 
Puerto Rico. The basic information combines income-tax 
returns (for higher incomes) with sample studies (for lower). It 





Families ranked from poorest to richest. 





By incomes, 
U.S. dollars By tenths. 
per year. 


Percentage of total 
income. 





_ 


Under 6529 Lowest four tenths 
529- 703 Fifth tenth 
703— 876 Sixth tenth 
876-1,090 Seventh tenth 
1,090-1,401 Kighth tenth 
1,401—2,162 Ninth tenth 
2,162 and over Highest tenth 


~~ 
SAH DIAS 
DAarnwonwacn 











* United Nations Statistical Paper Series E, No. 3: National Income and its 
Distribution in Under-developed Countries, New York, 1951. The data are based 
on H. S. Perloff, Puerto Rico’s Economic Future, University of Chicago Press, 
1950, pp. 164-7. The total figures for all income indicate substantial under- 
reporting, “‘ possibly of as much as 25 per cent.’”’ There is understatement 
among very low incomes because of a tendency to neglect small items of miscel- 
laneous income, though they can aggregate to a considerable percentage of total 
income. There is also understatement among the highest incomes because of 
income taxes—both from the desire to avoid reporting an income that brings one 
into the income-tax bracket and from the desire to minimise income-tax liability 
(an especial temptation among professional people). The Puerto Rico income 
tax affected only those in the ninth tenth (to a moderate extent) and the highest 
tenth. 


is subject to errors of understatement for highest and lowest 
incomes, and sampling errors for lowest incomes. The data show 
by a wide margin more inequality in Puerto Rico than in any 
other of our four countries. The median annual income was 
U.S. $798; the mean was U.S. $1,050. We lack data on incomes 
after income taxes. 


1 The number of families from the estate sector constituted about 6% of the 
original sample. We estimate that the actual proportion would be 10% (adjusted 
from the 1946 census figure of 12%). To enter a correction for this estimated 
under-sampling of the estate sector, the number of families in each income group 
was adjusted by multiplying by a factor chosen so as to make the resulting totals 
conform to the following proportions in the three sectors : rural 72%, urban 18%, 
estate 10%. 
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The United States has since 1946 carried on under the auspices 
of the Board of Governors of the Federal Reserve System, with 
the work actually administered by the Survey Research Centre 
of the University of Michigan, an annual survey of consumer 
finances. The returns below are for “‘ spending units”’; that is, 
for persons of the same family who live in the same dwelling and 
pool their incomes to meet major expenses. The 1950 median 
income for spending units in the United States was, before income 
taxes, $3,000. Mean income was $3,520, and mean income after 
Federal income taxes $3,220. The following gives the distri- 
bution of total money income. 





Spending units ranked from poorest to 


iat Percentage of total money income. 





Before income After Federal 
tax. income tax. 


By incomes, 


dollars per year. By tenths. 





Under 830 Lowest tenth 1 

830-1,430 Second tenth 3 
1,430-1,990 Third tenth 5 
1,990—-2,510 Fourth tenth 6 
2,510-3,000 Fifth tenth 8 
3,000-3,550 Sixth tenth 9 
3,550—4,080 Seventh tenth 11 
4,080—4,950 Eighth tenth 13 
4,950-6,210 Ninth tenth 15 
6,210 and over Highest tenth 





Total 100 














* Federal Reserve Bulletin, August 1951, pp. 929, 935. 


The following table consists of data on the distribution of 
personal incomes in the United Kingdom for the calendar year 
1949, with effects of income and surtaxes calculated on the basis 
of fiscal 1949-50 tax-rates.1 The basic data are income-tax 
returns, in which a married couple enters as one individual. The 
approximate median income before tax was £282 a year, and after 
income and surtax, £267 a year. The mean income before tax 
was £430, and after tax approximately £377.? 


1 National Income and Expenditure of the United Kingdom, 1946 to 1950, 
Cmd. 8208, H.M.S.O., p. 22. 

* The approximate median incomes are calculated on the rough assumption 
that unallocable incomes (see footnote to the table) are proportionately distributed 
through all income ranges. Median income after tax assumes additionally that 
the average percentage income reduction due to tax for the income range in 
which the median inconte lies, is applicable also to the median income. The 
mean income after tax assumes that the average percentage tax deduction to 
Which allocable incomes are subject can be applied also to unallocable incomes. 

No. 252.—voL. LXml. 31 
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Total income after 
income tax and 
surtax, 


Number of Total income 
incomes. before tax. 
Incomes, 

pounds per year. inane” ie 
Thou- | Per- £ Per- £ 
sands. | centage. | millions. | centage. | millions. centage, 








| 
Under 250 10,9002| 44-6 2,209 24-4 | 
250- 499 10,310 42-2 3,546 ‘ | 
500- 999 2,443 10-0 1,614 . B7E 
1,000-1,999 545 2-2 728 | 
2,000-9,999 219 0-9 760 
10,000 and over | 1] 0-05 190 | 
| 








a 





| 
Total 24,428 | 100-0 9,047 100-0 7,939 











1 All allocable transfer incomes have been included in incomes under £250. 
In addition, there are amounts that could not be allocated to a particular range of 
income. They consist of income not subject to tax (e.g., interest on National 
Savings Certificates, co-operative society dividends, incomes in kind, etc.), the 
investment incomes of life-assurance funds, certain other incomes not assessed to 
tax, and that part of employees’ incomes which is allowed as a deduction before 
assessment to tax (e.g., for national insurance contributions and expenditure on 
tools). Such unallocable incomes are estimated at £1,460 million in 1949 (ibid., 
p. 22). 

2 There is a difficult problem of estimation of the number of incomes below 
£250, which is not given in the Cmd. 8203 table. We estimate as follows: The 
Commissioners of Inland Revenue 92nd Report, Table 87, gives 8-7 million 
incomes between £135 and £250 for the fiscal year 1948-49. We take it that for 
the calendar year 1949 this number would not be appreciably different. The 
Commissioners’ total for income receivers, their spouses and dependants omits 
about 8% of the population, or 4 millions, of whom most would fall in the under 
£135 bracket, the rest being omissions of those above £135 and errors. 40% of 
the whole population are income receivers (counting a married couple as one 
receiver), but this proportion is appreciably higher among lower income groups 
because of the pressure of the wolf against the door, because more of them are 
single persons, and because children are decidedly fewer among very low-income 
families (Royal Commission on Population Report, Cmd. 7695, p. 140). A 50- 
60% range would give 2-0 to 2-4 millions, or a total of 10-7 to 11-1 millions for all 
income receivers under £250. 

For an alternative and independent approach: The number in the work 
force in mid-1949 was 23-0 millions (Ministry of Labour Gazette, H.M.S.0., 
February 1951, p. 46). The number receiving pensions under the National 
Insurance Act in 1949 was 4:0 millions (National Insurance Act 1946, First 
Interim Report of the Government Actuary, p. 19, H.M.S.O.). This gives an 
estimated total of income receivers, to which there would be only minor qualifica- 
tion, of 27-0 millions. By the 1951 census, a bit over 2-6 million married women 
were then gainfully occupied. We take it that the number would not have been 
appreciably different in 1949, and thereupon have an estimate for total incomes 
in 1949, counting a married couple as one individual (as in the national income 
data), of 24-4 millions. There were 13-5 incomes above £250, leaving 10-9 million 
incomes under £250. 

We take 10-9 millions as our estimate of the number of incomes below £250. 
(To take a range of 10-7 to 11-1 millions, as I once intended, would give a range of 
percentages for the six income groups of 0:5, 0-4, 0-1, 0-02, 0-01 and 0-0003—too 
small a range to significantly affect the chart below.) 


Below is a Lorenz type chart, with cumulative percentages of 
total income, after deduction of income tax, on the vertical axis, 
from 0 to 100: and with cumulative percentage of total income 
receivers on the horizontal axis, from 0 to 190. 

If a country had equal income distribution, the Lorenz curve 
would be a 45° straight line, starting at the origin and extending 
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upward to the right. That is, any 10% of income receivers would 
get 10% of income; any 20%, 20% of income; and so on. All 
actual distributions bulge downward : the greater the concavity, 
the greater the degree of inequality. Complete inequality means 


CEYLON, U.K. AND US. INCOME DISTRIBUTIONS 
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CUMULATIVE PER CENT OF TOTAL INCOME RECEIVERS 


that 99-+°% of income receivers get no income, and one lone 
person gets it all. The Lorenz curve follows the bottom horizontal 
axis, then up the vertical axis. 

There is some uncertainty about the comparison of our distri- 
butions at low incomes, still more at the high-income extreme. 
But in general Puerto Rico has the most unequal distribution, 
then Ceylon, then the United States; then the United Kingdom 
with the most nearly equal distribution. We can put this visual 
impression into figures through an index of concentration, in 
which 100 represents complete inequality and 0 complete equality.1 

1 Suppose we divide the area, A, between a Lorenz curve and the 45° line of 
complete equality, by the total area, B, below and to the right of the 45° line. 


Then if there is complete inequality in a distribution, A/B equals 100%; if there 
is complete equality, 4/B equals 0%. .A/B is the index of concentration. 
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The concentration ratios are: 





Before income | After income 
taxes. taxes. 





Puerto Rico . ‘ : = 53 —i 
Ceylon ‘ : ‘ ‘ 43 42 
United States ; Z 40 38 
United Kingdom . : : 35 27 











1 Unknown. But since Puerto Rico income taxes affected only the two 
highest tenths, the after-tax figure was only slightly lower than the before-tax 
figure. 


There was probably a bit more inequality in Ceylon in 
December 1950 than at earlier or later times, since this was nearly 
the peak of the Korean boom, with windfall returns accruing to, 
presumably, people who were already high income receivers. 

Some conscientious caveats should be entered here. The 
figures on incomes, while reasonably accurate, are not strictly 
comparable, since the definitions of the income receiver vary. 
The concept of income differed. Real income was in the main 
excluded from Puerto Rico, United States and United Kingdom 
data, included in Ceylon. There are qualms about the accuracy 
of the Puerto Rico data, given above. Finally, the figures for 
Ceylon, though the concept of “ income ” used in the Survey was 
valid and though the returns were checked, emerged as a by- 
product of a medical survey conducted primarily to investigate 
the incidence of disease. And so they lack the reliability we 
should desire. 

Despite these qualifications, it is highly probable that the 
ranges of inequality shown by our calculation would be preserved 
in a more accurate and more completely homogeneous comparison. 

The greater inequality in Ceylon than in the western countries 
accords with the impression of an average westerner in Ceylon. 
In fact, the impression is more emphatic than our data bear out. 
The reason is partly that the westerner is struck by the luxurious 
life of a minute segment of the population who have large 
American cars, huge houses, flocks of servants, and jewellery by 
the pound. The typical westerner has not associated in his home 
country with a comparable wealthy segment of the population, 
nor are the western rich and not-so-rich nearly so given to con- 
spicuous spending as are their parallels of the East. In the West 
Veblen has in fact or by coincidence won—in part—his battle. 
Beyond a certain point of grandeur, the conspicuous spender feels 
uneasy in point of taste and perhaps of morality. In the East 
the older tradition remains hardy. A Colombo well-off family 
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with an income the equivalent of £2,600 (or $7,300) a year considers 
it suitable to marry off a daughter in a sumptuous festival boasting 
2,000 guests. A college graduate in a good job paying £750 (or 
$2,100) a year thinks it only decent that his wife should possess 
£1,800 (or $5,000) of jewels. The mischievous notion that 
Woolworth’s has something that looks almost as good is still distant. 

In the East, furthermore, the Westerner’s blanket impression 
of a widely different pattern of life and of general poverty blurs 
to him the existence of the gradations that spell middle-class 
living: a diet that contains meat rather than one without; 
concrete, stone or wood floors rather than dirt; tile roofs rather 
than palm thatch; brick walls rather than wattle-and-daub ; 
sarongs and sarees of good-quality cotton instead of the cheapest. 

The high degree of equality in the United Kingdom stands 
out. Before tax United Kingdom inequality is four-fifths that 
of Ceylon; after tax, two-thirds.2, Even before tax, income is 
distributed more equally in the United Kingdom than in any 
other country after income tax (looking to the overall picture and 
neglecting qualifications in the upper income range). And the 
income tax hits inequality harder in the United Kingdom than 
in either other country (four times as hard as in the United States, 
by the index of concentration measure). Has the United 
Kingdom gone too far toward equality? The above comparison 
gives an arithmetic emphasis to the question of whether incentives 
are being sacrified too much. 

But presumably an optimum degree of inequality, which 
compromises justly between humane considerations on one hand 
and incentives on the other, would, if one were able to estimate it, 
differ among different economies: industrial and agricultural, 
mixed-capitalist or semi-feudal, developed or “‘ under-developed.” 
What is desirable in one country might limit economic progress in 
another. And the actual degree of inequality existing in any country 
may be more the result of the typeof economy and its level of develop- 
ment than of the influence of government taxes and other policies. 


In Ceylon as in other countries, if we look forward to raising 
incomes of lower income groups, we must aim principally to raise 
the productivity of those at the bottom of the income scale rather 
than transfer income from the rich to the poor. If in late 1950 
all income in excess of Rs. 4,800 a year were taken away and 
distributed to those getting less than Rs. 1,200 a year, we should 
raise the average incomes of the latter by only Rs. 66 a year. 


1 Cf. United Nations, Economic Bulletin for Asia and the Far East, January- 
June 1952, pp. 24-5. 2 By comparing indexes of concentration. 
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If the lower limit of expropriation were Rs. 7,200, the contribution 
would be Rs. 24. This figuring assumes what could not be com- 
pletely true, that production would continue undiminished after 
the redistribution took place. 


IncoMEs BY SECTORS OF THE Economy 
Of the three major sectors of the economy, the urban sector 
has highest incomes, the estate next : 





Rupees per month. 





Median income. | Mean income. 





Urban sector F 4 e 121 165 
Estate sector - ‘ e 90 101 
Rural sector F ‘i : 58 78 








A conspicuously small percentage of estate and urban families fall 
in the “very poor” range of below Rs. 75 a month. A con- 
spicuously large percentage of urban families fall in the relatively 
high income levels of Rs. 500 and up. 


By OccuPaTIONS 
The following tabulates income levels by occupations. The 
groupings of occupations are not ideal from an economic point of 
view, being chosen originally for homogeneity from the point of 
view of susceptibility to diseases : 





Percentage Rupees per month. 


of families 7 
in sample. Median Mean 
income. income. 








. Higher professions : doctors, lawyers, 
planters, business men, Civil Ser- 
vants, etc . ‘ ‘ ‘ ‘ 

. Sedentary work: teachers, clerks, 
tailors, draughtsmen, accountants, 
postmasters, etc. 

. Field officers of the Government : 
public works, policemen, surveyors, 
rural development officers, a 
headmen, etc. 

. Factory and office supervisors : : store- 
keepers, factory overseers and fore- 
men, nurses, midwives, market 
supervisors, etc. 

. Heavy labour : all estate labour, 
harbour workers, fitters, mechanics, 
masons, carpenters, road workers, 


etc. . . . ° ° ° 

. Light labour: domestic servants, 
salesmen and shop assistants, bou- 
tique traders, etc. 

. Agricultural labour : farmers, peasant 
cultivators, gardeners, etc. 

. Others . ; : : 
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The ratio of the lowest average income to the highest average 
income is nearly 6 to 1. The parallel ratio in the United States 
between the average incomes of the lowest and the highest major 
occupations has been recently 2-4 to 1,1 another measure of the 
greater inequality of income in Ceylon. 


By Faminy Size 


The larger the family, through every family size, the larger 
is the income. ‘“ Families” are here identified with number of 
persons resident in a given household: persons did not need to 
be related nor to pool their incomes (as in the United States 
data). In fact, the great majority of households did fulfil these 
sharper criteria. 





Rupees per month. 





Family size. Median income. Mean income. 





9 and over 141 











In the West this positive correlation would indicate principally 
that families better able to take care of children were voluntarily 


choosing to have more. But if there are more children in Ceylon 
better-off households (as is likely), a lower mortality rate is the 
cause. Pregnancies are most numerous among low income 
families. If we divide the households into income ranges of 
Rs. 0-100, 100-300 and 300-and-over a month, the lowest 
income group had a 57% higher pregnancy rate per thousand 
females, but also a 31% higher sickness rate per thousand 
persons. And although Ceylon’s average income is much higher 


1 Current population Reports of the Bureau of the Census, Pamphlet 60, No. 3 
(Washington, 1947), p. 24. The estimate is for the year 1946. 
2 





1950 sick- 


Income per 
month, Rs. 


Median 
income per 
month, Rs. 


Median 
family 
size. 


Median 
income per 
capita. 


ness rate 
from all 
causes, per 


persons. 


1950 preg- 
nancies, per 
1,000 
females. 





0-100 
100-300 
300 and over 





50 
148 
393 





11-9 
29-0 
70-2 








255-9 
231-3 
196-0 
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than that of most countries of Asia, between a quarter and half 
of all admissions to Ceylon hospitals are attributed to malnutrition. 

Two other causes are contributory to rising family size with 
rising income: there are more income receivers in large house- 
holds, and relatives move in when a family is relatively well off. 
This last has a curious aspect as a built-in cultural tax on 
industry. 

Median incomes are higher in estate than rural, and in urban 
than estate, sectors for every family size : 





Median incomes, rupees per month. 











Family size. | Rural sector. | Estate sector. | Urban sector. 
1 29 47! 100} 
2 44 71 82 
3 49 83 95 
4 55 87 99 
5 58 93 104 
6 63 107 125 
7 62 i16 128 
8 69 129 170 
9 and over 158 183 

















1 This anomalous figure may be due to the residence in urban areas of a large 
proportion of high-income people whose families do not live with them. 









By Racss 


There is a wide range among incomes by races : 























Percentage of Rupees per 

families to the | month, mean 

total sample. income. 
Europeans , ; 0-01 —- 
Other races than those listed “2 219 
Indian Moors : : : : . 0-2 215 
Eurasians (especially those of mixed Dutch-— 

Ceylonese ancestry : 0-9 207 
Malays . : ; 0-4 144 
Ceylon Moors . 5-0 117 
Ceylon Tamils . 12-0 107 
Indian Tamils . 10-0 106 
Sinhalese 71-0 89 


















‘“‘ Kuropeans,” which means anyone of European ancestry, 
were represented in the original sample by only two families; and 
though European average income is plainly higher than that of 
any other racial group, the figure was thrown out on grounds of 
an unreliably small sample. Ceylon and Indian Moors are 
descendants of traders, the former being the longer resident in 
Ceylon. Ceylon Tamils are descendants of South Indians, whose 
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ancestors have been resident in Ceylon for centuries, though they 
still speak Tamil, a South Indian language. Indian Tamils live 
mainly on the estates, and are migrants attracted into Ceylon 
within the last century and a half by expansion of estate pro- 
duction. Sinhalese, the most numerous of Ceylon peoples, are 
descended mainly from North Indian invaders of several thousand 
years ago. 

The amount of the differences in income, race by race, is less 
interesting than the fact that the differences exist. Why should 
Malays earn 62° more than Sinhalese, who are the most firmly 
rooted of all groups in Ceylon and regard Ceylon as “ their 
country”’? And “other races” 146% more? The obvious 
answer is that a still traditional society favors the prolonged 
existence of non-competing groups. Conspicuous racial and 
economic differences—in features, color, dress and language— 
make it easier for traditional inequalities of opportunity to 
persist. In addition, there may be some differences of native 
ability. Probably much more important are cultural variants in 
habits of work, regularity, time preference and choice of occupa- 
tions. The Sinhalese is conventionally viewed as an easy-going 
fellow, with high time preference for the present—and within the 
present, for leisure rather than for the chattels of this world. 
These influences must have their effects in varying incomes, 
despite the greater general pressure in a society relatively close 
to subsistence to raise one’s income. 

The income differences by races in Ceylon are much larger than 
one would expect among long-resident and assimilated peoples 
in England or the United States initially of diverse national 
origin, although some partially assimilated people in the United 
States—Negroes, Mexicans—have incomes sharply divergent 
from those of the rest of the population. 

On the basis of the above and some other not inconsistent 
information 1 one may present a hypothesis on economic de- 
velopment : that it will be found, as more data are accumulated, 
that income distribution in “‘ under-developed ”’ economies, by 
size, by occupations and by national groups, is more un- 
equal than in developed economies. The persisting cause is 
immobility in the widest sense: High incomes, and surpluses in 
general, are less subject to erosion in a traditional than in a 
commercial—industrial society. Some aspects of this are listed 
above. Others are concentration of land ownership, poor 


1 United Nations, National Income and its Distribution in Under-developed 
Countries, Statistical Paper Series E, No. 3, New York, 1951, pp. 15-32. 
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educational facilities for poor children, high interest rates, and 
monopolistic advantages to distributors of goods. This last 
is probably a matter of importance in “ under-developed” 
countries: less knowledge among customers of market qualities 
and prices, and isolation enforced by deficient transportation are 
continuing causes. Monopoly is a fact in under-developed areas, 
In high-income countries it is an epithet or a sophisticated 
argument. 

For after-income-tax comparisons, an additional factor is 
worth contemplating. Where nearly all people are very poor, 
the sentiment for reducing a wide range of above-average but still 
moderate income groups to plainly less than adequate consump- 
tion can hardly be strong. 

THEODORE MorGan 

University of Wisconsin 

and 
Central Bank of Ceylon. 





A NOTE ON DISEQUILIBRIUM AND THE EFFECTS OF 
THE ELASTICITIES OF SUPPLY AND DEMAND 


GIVEN a unique position of equilibrium in the market for a 
single commodity, and given that a disturbance exogenous to 
this market upsets this equilibrium, what is the shape of the path 
back to (or away from) the equilibrium position? This is the 
question which this note endeavours to answer. Walras arrived 
at a unique position of equilibrium by assuming that individuals 
“cried” prices on the market until the equilibrium price for 
the commodity supplied was attained : only when this equilibrium 
price was discovered were any commodities exchanged. Edge- 
worth, doubting the validity of such an idea on any actual 
market, introduced the concept of “ re-contracting.”’ The 
problem lay virtually dormant, as far as English writings were 
concerned at any rate, until Kaldor published his well-known 
“Note on the Determinateness of Equilibrium,’’! and raised the 
haunting spectre of the “ cobweb.” 


Yet our question still remained unanswered for those classes 
of commodities which were not ensnared in any spider’s meshes, 


and even for the unfortunate commodities no DEFINITE PATH 
of movement was discovered. The fact that producers of some 
commodities are unable to respond fairly quickly to the effects 
of price changes on the market (commodities displaying “ dis- 
continuous adjustments,” to use Kaldor’s term) is now generally 
agreed to be one of the main causes of the cobweb.? It appears 
that a clear-cut distinction exists between these “ long-supply- 
adjustment-period ’’ commodities, as we may term them, and 
those brought to the market under conditions of a “ short-supply- 
adjustment-period ” (i.e., in Kaldor’s terminology, displaying 
“continuous adjustments’). The exposition of the cobweb 
theorem by means of supply and demand diagrams * seems to 
lend itself to this simple dichotomy. But we may well ask why 
this division should be so rigid. Cannot the many commodities 
which an economy produces be placed in an order in this respect, 


1 N. Kaldor, ‘“‘ A Classificatory Note on the Determinateness of Equilibrium,” 
Review of Economic Studies, Vol. I, February 1934, pp. 124-36. 

* Cf., e.g., R. Cohen, The Economics of Agriculture, London, 1947, pp. 99-101. 

° Cf., e.g., Mordecai Ezekiel, ‘‘ The Cobweb Theorem,” Readings in Business 
Cycle Theory, London, 1950, pp. 422-42. 
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rather than in two distinct classes? In reality, there is no 
commodity whose supply cn the market conforms to the con- 
dition of “continuous adjustment.” In other words, can any 
indication of the magnitude of the damping (or anti-damping) 
of the fluctuations around an equilibrium position be obtained? 
These questions must be answered by a more distinct formulation 
of the variations around the equilibrium position. A second 
factor, however, upon which there is also general agreement, 
is the ratio of the elasticity of supply to the elasticity of demand, 
Let us start our analysis at this point. 

We may define the elasticity of supply, , according to the 
original Marshallian definition, so that n = (q/Q)(P/p), where 
Q and P are the original (equilibrium) quantity and its price, 
and q and p are the increases in quantity and price, respectively. 
The elasticity of demand is defined as a positive coefficient, so 
that e =—(q/Q)(P/p). 

In view of the fact that our problem is essentially dynamic, 
though not in the originally Frischian sense, we shall adopt the 
usual period concept. We shall simply assume that at the end 
of one period, and only at the END of a period, the elasticity of 
supply of our commodity acts, while at the beginning of the next 
period, and only at the BrcrinnineG of a period, the forces set in 
motion by the elasticity of demand take effect.2, Only at the end 
of this second period does the elasticity of supply again make 
itself felt. In other words, the effect of the elasticity of demand 
is instantaneous, while that of the elasticity of supply operates 
with a time-lag. The length of our period, therefore, is what we 
termed above the supply-adjustment-period, i.e., the time-lag 
between a variation in price from the demand side and the 
corresponding variation in output SUPPLIED ON THE MARKET.® 

As we wish to analyse movements on a single market only, 
first, we rule out any interaction with other markets; secondly, 
and more importantly, it must be noted that income effects are 
completely ignored. We assume that Q is the equilibrium 
quantity of our commodity supplied and demanded at price P 
on a particular market in period 0. At the end of period 0, due 
to some exogenous factor, the quantity of our commodity supplied 
decreases by q, so that, at the beginning of period 1, the price 
of the commodity is raised by the effect of the elasticity of demand. 
This proportional price increase at the beginning of period 1 is 

1 Frisch adopts the differential rather than the difference equation. 


2 Cf. F. Benham, Economics, London, 1947, p. 239, note. 
3 Cf. Kaldor, loc. cit., p. 133. 
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q/(eQ), where e is the elasticity of demand; ? the price-level at 
the beginning of period 1 is, consequently, P(1 + q/eQ). The 
proportional increase in the quantity supplied at the end of period 


1, in response to this price increase, is ~ § where 7 is the elasticity 


eQ 
of supply.2. The quantity supplied at the end of period 0 and 
demanded at the beginning of period 1 was (Q — q), hence the 
absolute increase in the quantity supplied at the end of period 1 


is(Q —q). a so that the quantity supplied at the end of period 1 


is (Q — o( 1 + 3): This increase in quantity supplied, however, 


is encountered by demand at the beginning of period 2, so that 
we geen fall in price at the commencement of period 2 
is - 70 while the price of the commodity is P(i “> S\(1 — 35) ° 
Therefore, at the ye of period 2 the proportional fall in the 


quantity supplied i is”7 It follows that at the end of period 2 the 


20 
. . —e nq nq 

quantity of the commodity supplied is (Q — q){ 1 + 7) — 39)" 

The price of the commodity at the beginning of period 3 is 


2 . 
P(1 + 5) - an )(2 aa 7 3). By continuing this arithmetical 


ed eQ 
process from period to period we can, consequently arrive at 
the table on p. 838. 

As the process continues as set out in the table, the quantities 
supplied at the beginning of each period determine the prices 
ruling from the demand side, while at the end of each period the 
prices so set up determine the quantity supplied. This is a 
highly important point which cannot be overstressed, and we 
may stay for a moment to analyse it. In effect, we are assuming 
that, on the demand side the independent variable is quantity 
and the dependent variable price; while, on the supply side, 
the independent variable is price while the dependent variable 
is quantity. This seems to be the usual procedure. We have 
already noticed the methods of Walras and Edgeworth in obtain- 


1 Both the elasticity of demand and the elasticity of supply must be regarded 
throughout this article as “ long-period ”’ elasticities; cf. Kaldor, loc. cit., p. 133, 
note. It may be noticed here that a simple method of presenting these elasticities 
is to link them to the level of income, so that for every level of income there is a 
distinct set of elasticities; since we are ruling out income effects in this article, 
we can, therefore, assume a single set of elasticities. 

2 Cf. note 1 above. 
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ing the equilibrium point on the market. Both methods avoid 
our problem of dependence by incorrectly emphasising the 
principle of mutual determination, a principle which is only 
valid ONCE THE EQUILIBRIUM HAS BEEN ATTAINED. Marshall, 
on the other hand, expressly affirms that “ the demand price for 
each unit diminishes with every increase in the amount offered,”’ } 
and, in its context, this would seem to imply that, on the demand 
side, Marshall considered the independent variable to be quantity. 
Unfortunately, no such clear-cut distinction can be found on the 
supply side.? The late Sir Hubert Henderson, however, seems 
to favour price as the independent variable on the supply side, 
for the supply curve best represents “‘the amount which will 
be supplied in response to a given price.” 3 

If, on the other hand, these relationships are reversed, so 
that, on the demand side, the independent variable is price 
while the dependent variable is quantity, and on the supply side 
the independent variable is quantity while the dependent vari- 
able is price, the equation for the quantity supplied in the rth 


period, as in the table above, becomes (Q —9(1 +3) ee 


(1 —(-—1). sh). for the quantity DEMANDED in the rth period. 
Consequently, the conclusions reached under these assumptions 
are exactly opposite to those reached when the independent 
variable is quantity on the demand side and price on the supply 
side. In a static theory the first set of assumptions are probably 
valid; but in growth economics the dynamic elements in the 
economy come from the supply side through innovation, and 
it would, therefore, seem that on the supply side quantity must 
be regarded as the independent variable. 

In the diagrammatic terms of the ordinary supply and demand 
analysis of the cobweb theorem, the first, static, relationships 
are represented by a movement from supply curve to demand 
curve and back to supply curve in a clockwise direction, as is 
the generally accepted development. On the other hand, the 
dynamic set of relationships is obtained by an anti-clockwise 
movement from one curve to the other. It is obvious that, 
given a pair of supply and demand curves, if a clockwise move- 
ment leads to a stable equilibrium, an anti-clockwise movement 


1 Principles, 1st Edition, London, 1890, p. 403. 

* Cf., however, p. 391, note, where price seems to be considered as the in- 
dependent variable for BoTH the supply and demand curves. 

3’ H. Henderson, Supply and Demand, London, 1947, pp. 28-9. 
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will lead to an unstable equilibrium. The results of our analysis 
are, therefore, consistent with the simpler diagrammatic technique. 

Returning to our main analysis, it is obvious that if the market 
is absorbing the exogenous shock in such a way that equilibrium 
is again being restored, the quantities supplied in each alternate 
period will be decreasing if that pair of periods is a maximum, 
or increasing if that pair of periods is a minimum.! In this case, 
then, the market is originally in a position of stable equilibrium, 
the fluctuations set up are damped. For unstable equilibrium, 
when the market is not absorbing the shock in a damped series 
of fluctuations, the quantities supplied in any alternate pair of 
periods are increasing if the pair of periods compared is a maximum 
and decreasing if a minimum. On the other hand, when the 
quantities supplied in any alternate pair of periods are equal, 
the market is in neutral equilibrium, so that in one period there 
is an increase in the quantity supplied, an equal decrease in the 
next period and an equal increase in the following.? 

Let us compare the quantities supplied at the ends of periods 
(r — 2) and (r), assuming, for the sake of convenience, that r 
is even.? In this case we are selecting a minimum pair of periods 
for comparison. Hence if the quantity supplied at the end of 


period (r) is less than the quantity at the end of period (r — 2) 
the equilibrium is unstable; if greater, stable; and if equal, 
neutral. That is, if 


gl s.4 Ain. et ~ es 
(@ alt +29) ++ (1 Gr=mg)(! + =ng)(1 — 29) S 
n ner— 2) 
@—a(1 +3) tee (1 — Saag) 
then the market is in unstable, neutral or stable equilibrium. 
This expression reduces to 


ne- Dg nq < 
(1 + geng)(1 ~ 69) 5 


nt-D) g n@r-1) g2 


e-D°Q” =D GS 


1 It is obvious that we must compare a period in which the quantity supplied 
increases (diminishes) with one in which it has also increased (diminished). 

2 The adoption of this terminology seems preferable to Ezekiel’s use of the 
three terms convergent, divergent and continuous fluctuations. Cf. loc. cit., pp. 
429-32. 

3 If we assume r odd, the left-hand side of our final inequality becomes 
q(n/e — 1)/Q. But with r odd, as we have seen, this expression must be less than 
zero for a stable equilibrium, since we would be comparing periods when the 
quantities supplied are at a maximum. The same conclusions, therefore, would 
hold for the relations between n and e. 
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Since (q*)/(Q?) must be of a very small order, we may neglect the 
last term of the left-hand side of this inequality. Our expression 
then becomes, since ! n&— D/et— D +0, 


q n 

a - 35° 
Neglecting the factor q/Q for the moment, we finally arrive at 
the following limits. If the elasticity of supply is greater than 
the elasticity of demand the market is in unstable equilibrium, 
in neutral equilibrium if both elasticities are equal, and in stable 
equilibrium if the elasticity of supply is less than the elasticity 
of demand. 

It is obvious that if the market is in stable equilibrium, the 
new position of equilibrium eventually reached will settle where 
the quantity supplied and demanded is (Q — q), and the price 
P(l + g/eQ). On the other hand, it is easy to see that if the 
disturbance initially consisted of an increase in the quantity 
supplied (Q + q), this would be the new equilibrium quantity 
supplied and demanded at the price P(1 — q/eQ). By regarding 
the elasticies as fixed, rather than the supply and demand 
curves, we are, therefore, enabled to arrive at a point of equilibrium 
distinctly different from the initial position. It is obvious that 
if we consider the supply and demand curves as fixed, the only 
position of equilibrium in a stable market must be the initial 
point. It seems more logical, consequently, to analyse the 
problem in terms of fixed elasticities than on the assumption 
of unshifting supply and demand curves.? 

It must be pointed out here, however, that the elasticity of 
demand cannot correctly be regarded as a continuous variable. 
The principle of the ‘‘ minimum sensible ” * must be taken into 
account. Consumers will only react to PERCEPTIBLE variations 
in price, such as are likely to occur in an unstable cobweb cycle ; 
but such reaction, when it does eventually take place, is likely 
to be fairly violent. Consequently, if the elasticity of supply 
is large, the elasticity of demand tends to be large as well. We 
have, therefore, a stability force in an unstable situation. On 


1 If n/e = 0, then either n is zero or e approaches infinity. If n is zero there 
will never be any increase at all in the quantity supplied, and no cycle will be 
set up. On the other hand, if e approaches infinity prices will range between 
infinitely large values and zero; we may, therefore, also ignore these cases when 
¢ is infinitely large. 

* Cf. Kaldor, loc. cit., p. 134. 

> Cf. P. H. Wicksteed, T'he Commonsense of Political Economy, London, 1933, 
Vol. II, p. 406. 

No. 252.—vou. LXIII. 3K 
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the other hand, if the elasticity of supply is small, the effect of 
the minimum sensible variation is likely to reduce the elasticity 
of demand, thus introducing an unstabilising element in a stable 
situation. 

These results, however, subject to the important qualifications 
which we have stressed, only confirm what we already know. 
Can our analysis tell us no more? It would be of little use to 
us if it did not permit us to draw some further conclusions. The 
factor (1 Pi ale sn 4 provides a simple mathe- 

e-D'Q e'Q) * ; . , 
matical indication of the relative size of the quantities of the 
commodity supplied in comparable periods, and hence of the 
magnitude of the damping (or anti-damping). We are, therefore, 
justified in regarding it as a stability factor. Now, no matter 
what two periods we choose for comparison, the term q/Q will 
always appear in this stability factor; so the greater q/Q the 
greater the damping (or anti-damping) if the elasticity of demand 
is greater than the elasticity of supply (or if the elasticity of 
demand is less than the elasticity of supply). 

The significance of the length of the supply-adjustment- 
period is now obvious. The longer this period, the greater will 
be the ensuing increase (or decrease) in the quantity supplied due 
to any increase (or decrease) in the price offered. In the vast 
majority of commodities supplied in a competitive market, 
sellers are able to vary the quantity SUPPLIED ON THE MARKET 
quickly and, consequently, by small increments. The smaller 
these supply adjustment increments, the shorter the period. 
This is virtually a truism, particularly when it is remembered 
that stocks usually bear the brunt of price changes in the short 
run rather than the market itself. The presence of economic 
friction, evidenced by variations in stocks rather than by 
variations in the amount supplied on the market, therefore, 
exerts a stabilising influence. The assumption of divisibility 
of supply output is a general rule in a competitive market; 
consequently, the quotient q/Q must be of a minute order. It 
immediately follows that, in the vast majority of cases, even if 
the elasticity of supply is greater than the elasticity of demand, 
no unstable or neutral cobweb cycle is likely to be set up. 

Our conclusions can be briefly summarised. If the elasticity 
of supply is greater than the elasticity of demand there is 4 
tendency for the equilibrium of the market to be unstable, and 


1 Cf. J. A. Schumpeter, Business Cycles, New York, 1939, Vol. I, p. 51. 
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stable if the elasticity of demand is greater than the elasticity of 
supply. Yet if the supply of the commodity coming on to the 
market can be adjusted by small increments, the equilibrium 
will be stable, even if the elasticity of supply is greater than the 
elasticity of demand. If, however, the supply coming on to 
the market cannot be adjusted by small increments and there is 
little economic friction present, the equilibrium will be unstable 
if the elasticity of supply is greater than the elasticity of demand, 
although stable if the elasticity of demand is greater than the 
elasticity of supply. 
A. LLEWELLYN WRIGHT 
Dublin. 





A NOTE ON PLANT MECHANISATION AND UTILISATION 


In his interesting article in the Economic JouRNAL for March 
1953 Mr. Baldamus discusses the relationship between plant size, 
measured by number of wage-earners, and average horse-power 
per wage-earner employed, in the light of United States Census 
of Production data. He has found that in some industries there 
is a close correlation between certain long-term changes in plant 
size and the ratio of horse-power to labour in a given year in 
different sizes of plant. It appears that the average size of plant 
in an industry may increase over a period of years, in spite of the 
fact that the larger plants in the industry have a lower horse- 
power-to-labour ratio than the smaller plants. Because there is a 
trend towards larger plants, these plants, Mr. Baldamus argues, 
must be the most profitable, but the reason for this cannot be 
that they are the most highly mechanised, since mechanisation 
involves an increasing ratio of horse-power to labour. He con- 
cludes therefore that there is another factor at work controlling 
the size of plant: utilisation, which involves a decreasing ratio 
of horse-power to labour. This contrast between the effects of 
mechanisation and utilisation, “or to put it more generally, 
between technological and organisational changes in methods of 
production ” (p. 66) is, in Mr. Baldamus’ view, “ decisive for the 
whole analysis of plant size” (p. 53). It is the purpose of this 
note to examine the validity of this claim. 

Mr. Baldamus distinguishes four theoretical cases, size-increasing 
mechanisation (type A), size-increasing utilisation (type B), size- 
reducing mechanisation (type C) and size-reducing utilisation 
(type D). The primary effect of mechanisation will be a rise in 
the horse-power-to-labour ratio and a fall in the number of 
workers (type C), but if the economies gained are great enough, 
demand will expand, machines will be multiplied and the number 
of workers will rise above the original level (type A). The 
primary effect of utilisation will be a rise in the number of workers 
and a fall in the horse-power-to-labour ratio (type B). It is 
possible, but difficult, to conceive of type D cases where there is a 
fall, over a period, both in the number of workers and in the horse- 
power-to-labour ratio. 

Let us examine the concept of “ utilisation” a little more 
closely in the light of these four cases. When Mr. Baldamus 


> 
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first uses the term (p. 52), he talks of ‘‘ special methods of plant 
organisation designed to secure fuller utilisation of existing capital 
equipment.” His main example is a change from single- to 
multiple-shift working. In this case the size of plant (measured 
by number of workers) rises, output increases and economies are 
gained because the overhead costs of equipment are spread over a 
larger output. This is clearly a type B case. Later in the article 
(p. 57), Mr. Baldamus gives as another example of improved 
utilisation a change in organisation from job towards continuous 
line production, because any step in this direction “ means im- 
proved utilisation of productive time, space, and equipment.” 
He particularly stresses the fact that continuity of operation of 
equipment will be entailed. This is regarded as a type B case 
also, presumably because it is considered that a more intensive 
use of equipment will involve a rise in the number of workers, 
even though hours of work are unchanged. When the achieve- 
ments of motion study are borne in mind, this is in itself a 
questionable assumption, but there is a broader question that 
arises at this point. If Mr. Baldamus is concerned with the general 
case of improved organisation, why does he appear to concentrate 
attention only on cases where equipment is used more intensively ? 
The most general case to consider is that of any change in organisa- 
tion, fixed capital remaining unaltered, which lowers costs of 
production. It is not at all difficult to conceive of cases of im- 
proved organisation, in this sense, which do not entail a more 
intensive use of equipment, but which would be undertaken by 
business-men because they lower costs. Indeed, a change 
towards line production from batch production ? is likely to be a 
change of this sort.2, Such a change is likely to take place when 
the rate of production of a standardised article has reached, or is 
expected to reach, sufficient proportions for it to be possible to 
arrange the machines producing it in sequence, and to keep them 
in this sequence for an appreciable period of time. Machines 
which may have been scattered in various parts of the plant will be 
brought together. One of the greatest savings made possible by 
the change will be in working capital, but figures of average horse- 
power per head will not bring this out. Another possible saving 
will be in the number of workersemployed. With line production, 


1 Batch production is likely to be an intermediate stage between job and 
line production. 

2 IT am indebted to Mr. D. H. Bramley, M.I.Prod.E., A.M.I.Mech.E., head of 
the Department of Industrial Administration of Birmingham College of Tech- 
nology, for help in elucidating the technical matters discussed in the section 
which follows. 
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the timing of machine operations may be so arranged that one 
worker can operate more than one machine; with batch pro- 
duction one worker per machine is likely. Where machines are 
concerned, therefore, it by no means follows that a change from 
batch to line production will involve their being used more in- 
tensively : the cycle of operations may be so arranged that they 
will be idle for longer periods than formerly. The rate of output 
may not rise. A change from batch to line production of the type 
envisaged is not therefore likely to involve an increase in main- 
tenance workers. It may involve some increase in the number of 
specialists, such as planning engineers, but there is no prima facie 
reason to expect that in all cases the increase in the number of 
specialists will offset the saving in production workers. In any 
case, many specialists are salary earners and will presumably be 
excluded from Census figures of wage-earners employed. 

Here, then, is a case of improved organisation where the ratio 
of horse-power to labour rises, and the primary effect is a fall 
in the size of plant (measured by workers). Such a case might 
be called “‘ size-reducing organisation.” In practice it would be 
indistinguishable, using the indicators employed by Mr. Baldamus, 
from a case of size-reducing mechanisation (type C). It would 
differ from it in that it cannot be said to entail a primary rise in 
horse-power installed. It may, however, lead to a secondary 
rise in horse-power installed, and in the number of workers, if the 
economies achieved stimulate demand sufficiently. It would 
then be indistinguishable in practice from a type A case. Looking 
at the matter historically, it is interesting to recall that at times 
an expansion of demand has preceded, rather than followed, a 
reorganisation of methods of production. In the British motor 
industry, for example, economies of improved organisation were 
initially reaped on a large scale only after a particular model of 
car had proved successful with the public.1 The rise in demand 
ensured that a plant organised on flow production lines would be 
able to sell its output, and the lower costs of such a plant enabled 
the successful manufacturer to consolidate his position. In this 
case, therefore, the initial size-reducing effect to be expected from 
an improvement in organisation of this type did not manifest 
itself, i.e., type A was not preceded by type C. No doubt there 
are many parallel cases on the side of mechanisation. To some 
extent the motor industry is one such case, since there improved 
organisation and increased mechanisation have gone hand in hand. 


1 y, National Advisory Council for the Motor Manufacturing Industry. Report 
on Proceedings. H.M.S.O. 1947, p. 9, paragraph 9. 
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Let us turn aside for a moment to consider another matter. 
In all that has been written so far the size of plant has been 
measured, as in Mr. Baldamus’ article, by the number of wage- 
earners employed. When Mr. Baldamus considers the conse- 
quences of measuring plant size in this way he obtains the apparent 
paradox that economies resulting from variations in the ratio of 
capital to labour may be reaped from a smaller plant, measured 
in terms of workers, whereas “‘ it is usually taken for granted that 
the economies which result from variations in the ratio of capital 
to labour are economies of large-scale production ” (p. 54). But 
is there really a paradox here? It might throw light on this 
question if one re-thinks the matter in terms of the normal 
criterion of plant size, i.e., quantity produced. It would then 
appear that type A and type B cases are certainly size-increasing 
in the output, as well as the labour employed, sense. But is 
type C necessarily size-increasing in the output sense? With 
type C the ratio of capital to labour is altered, either by mechanisa- 
tion, or, on my argument, by improved organisation, but output 
does not necessarily rise, at least in the first instance. Here, then, 
is a case of an economy which has not resulted from a larger scale 
of output. It has resulted from an innovation, technological or 
organisational, which has shifted the cost curve downwards. In 
the absence of such an innovation, assuming the plant was efficient 
in the first place, economies could only have been reaped, if at all, 
by a rise in the scale of output. Innovations, however, do not 
necessarily rely on an increase in output, nor do they rely on 
variations in the ratio of capital to labour. They may be capital- 
saving or labour-saving, or they may be output-increasing, 
leaving the ratio of the factors unchanged; they may be a com- 
bination of all three. It is conceivable that they may entail a 
lower scale of output, at least in the first instance. But whatever 
their effect on output, they will, by definition, lower costs.* 
When one measures plant size in the normal way, therefore, it 
can be seen that the paradox that Mr. Baldamus appears to obtain 
by using an unusual criterion of plant size is not really a paradox 
at all. The economies to be gained from innovation are no more 
bound up with larger output than they are with larger plant size 
measured in terms of number of workers. 

Leaving aside the points raised in the previous paragraph, 


1v. O. Lange, Price Flexibility and Employment, Chapter XII. It is, 
of course, by no means easy to define terms like “ capital-saving ” rigorously, 
but this does not mean that an analysis based on their use may not be helpful 
in clarifying ideas on this subject. 
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the argument of this note may be summarised as follows: Mr. 
Baldamus contends that when the size trend in an industry has 
been towards that size of plant where the horse-power-to-labour 
ratio is highest, this has been due to mechanisation. Where the 
opposite has been the case, this has been due to utilisation. Mr. 
Baldamus uses “ utilisation’? synonymously with ‘“ improved 
organisation,” but in discussing utilisation he appears to con- 
centrate on cases where machines are worked more intensively. 
More intensive use of machines is, however, only one possible 
consequence of improved organisation. Cases of improved 
organisation may be found where machines are used less intensively 
and labour more intensively. In these cases improved organisa- 
tion is associated with a rise in the horse-power-to-labour ratio. 
If Mr. Baldamus had considered such cases, he would have found 
that statistical cases of types A and C can be explained by an 
improvement in organisation as well as by an increase in mechan- 
isation, or by a combination of both of these. One cannot say, 
a priori, which force has predominated. 

It should be made clear, in conclusion, that the criticisms 
of Mr. Baldamus’ views contained in this note only refer to the 
contrast he draws between the effects of technological and 


organisational changes in methods of production. In drawing 
attention, however, to the importance of considering each of these 
separately when studying the reasons for changes in plant size, 
he has performed a valuable service. His very interesting 
statistical results are not, of course, brought into question by 
what has been said in this note. 


AUBREY SILBERSTON 
St. Catharine’s College, 
Cambridge. 


1 It is conceivable, one might add, that cases of type B and D may be 
explained by increased mechanisation as well as by increased utilisation, but 
this will not be pursued here. 





REVIEWS 


International Economics. By JacoB VinER. (Glencoe, Illinois : 
The Free Press (London: Allen & Unwin), 1952. Pp. 381. 
40s.) 

ELEVEN of these twenty-five studies date from the inter-war 
years, eight from the false dawn of 1943-45, the rest from the 
period 1946-49 when the shape of the post-war world, with its 
cleavage between East and West, had become plain to see. They 
comprise fruits from most of the many fields which their eminent 
author has tilled with such distinction for more than thirty years— 
the pure theory of international trade, the concrete intricacies of 
commercial policy past and present, the broader problems of the 
relations between international trade and finance, diplomacy and 
war. And they provide numerous examples of the careful scholar- 
ship, the lucidity of thought and expression, the pugnacity 
verging sometimes on impishness, which the world of economists 
has come to associate with his name. For gruelling historical 
research let the reader turn to No. 3, International Finance and 
Balance of Power Diplomacy, 1880-1914; for hard thinking and 
hard but courteous hitting to No. 4, a review of the Australian 
Economists’ defence on distributional grounds of the Australian 
tariff; for delightful and constructive naughtiness to the last 
essay in the book, which must have been a refreshing incident in 
the proceedings of a certain Conference on Science, Philosophy 
and Religion in Their Relation to the Democratic Way of Life. 

To review such a collection as a whole is not easy; but its 
author has tried to lighten the reviewer’s task by writing a 
spirited introduction, in which he takes a shot at the job himself. 
To paraphrase rather than quote his verdict, he finds in the 
collection a marked consistency of thought, which some might 
label as pig-headedness. And he proceeds to explain why in the 
essays here reprinted little attention is paid to those lines of 
argument along which the free-trade doctrine which permeates 
them has been challenged in recent times. Here, then, is a peg 
on which a second reviewer (who happens to have been the butt 
of similar charges of unhandiness in sloughing off old skins) may 
at least find a few remarks to hang. 

In the first place, Professor Viner lists the reasons for which he 
has not been impressed by modern rehabilitations of old doctrines 
(long, of course, familiar to him) concerning the power of a country 
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to shift the terms of trade in its own favour by unilateral restric. 
tions. Fundamentally I think he is right; but he exposes a flank 
by stating his case (p. 11, top) on the assumption that our starting. 
point is universal free trade. It is one thing to say, “ I will not do 
this, for fear my neighbour should retaliate’; another thing, 
needing a much higher degree of trustfulness in human nature, 
to say, “I will desist from doing this, in the hope that my neigh- 
bour will reciprocate.”’ Let me add that, over this matter of 
dismantlement of defences, Professor Viner is much less rigid 
when it comes to offering counsel than when he is expounding 
theory. Let those whom this introduction might tempt to regard 
him as an inflexible perfectionist wait till they have read his 
carefully reasoned plea (No. 24) for ratification by the United 
States of that illogical farrago, the abortive I.T.0. Charter. 
Secondly, Professor Viner explains that he has both welcomed 
the increased emphasis placed by neo-Keynesian analysis on the 
role of income-changes and income elasticity of demand in the 
adjustment of international trade balances, and regarded it as 
grossly overdone; but that he had held his peace on both counts 
till doctrine should have settled down and become less extreme 
and more eclectic—a process which he believes to be now at work. 
If this silence was an error, it is one which he has now fully 
repaired by the coruscating critique of Metzler in the second of 
his Rio de Janeiro lectures (International Trade and Economic 
Development, pp. 18-29). This is a large subject, and the 
secondary reviewer must confine himself to two points, one of 
dogmengeschichte and one of substance. (1) Personally I feel that 
Professor Viner does, if anything, more than justice to the part 
played by the neo-Keynesians in seeing justice done to income as 
an equilibrating factor. To one less learned than himself in the 
Classics, and prone therefore to take his ideas about the working 
of the gold standard from such a comparatively recent source as 
the Interim Report of the Cunliffe Committee (1918), with its 
clear emphasis on the effect of gold movements on what is now 
called “ effective demand ” and even on employment, there was 
nothing very exciting about the arrival of the sacred cow labelled 
National Income to graze in these pastures. (2) On the other 
hand, there is an important matter on which, I think, Professor 
Viner has not shed much light either in these essays or elsewhere. 
Granted that a place is to be found for the classical monetary 
mechanism in the adjustment of international balance, and 
granted that it is the duty of a deficit country to submit to 4 
certain amount of deflationary discipline accordingly, what about 
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the conflict of duties with which a surplus country is confronted 
in a generally expansionary conjuncture? The late deeply 
lamented Emanuel Goldenweiser had no doubt about the answer 
to this question. ‘Credit easing as a part of international 
co-operation has not proved successful, certainly for a country 
like the United States. . . . Simple action for specific domestic 
objectives is the right course for American monetary authorities 
to pursue’ (American Monetary Policy, p. 246). If that is the 
settled view of the Federal Reserve Authorities, and I am not 
saying it is a wrong view, there would seem to be an important 
bar, which can scarcely be ascribed to Keynesian or socialistic 
influences, to the effective operation of the classical mechanism 
in the modern world. 

I must allude only briefly to the third charge levelled by 
Reviewer Viner against Essayist Viner—that he has had little to 
say about the role of exchange-rate flexibility in the establish- 
ment of international equilibrium. This gap also Visiting Pro- 
fessor Viner of Rio has subsequently attempted to fill—with what 
success it falls outside my purview to appraise. Let an allegedly 
pig-headed pot, having expressed his general sympathy with and 
admiration for an allegedly obscurantist kettle, rather exercise 
his proverbial privilege by seeing if he can discover a few more 
gaps in the kettle’s armour-plating. 

I think I would venture to say that the greatest danger to 
which Professor Viner’s devotion to classical models exposes him 
is a certain resistance to allowing his profound knowledge of the 
actual shape of the contemporary world to interfere sufficiently 
with trains of thought conceived in terms of abstract “‘ countries ”’ 
A, B, C and D. I have given one instance of this above in con- 
nection with gold flows; let me hazard two more. (1) Professor 
Viner castigates America’s errors of commercial policy, and the 
instability of her economic life, with a caustic freedom which 
few Englishmen would care to emulate. But does he say 
enough about the things which she cannot help—being so 
large, making such rapid strides compared with the rest of 
us in productivity, and strides of a kind which Professor 
Hicks (Oxford Economic Papers, June 1953) giving a formal 
shape to ideas which Mrs. Honor Croome (Lloyds Bank Review, 
July 1950) insinuated into our minds some years ago, has 
lately taught us to describe as import-biased? Surely it is best to 
admit that there is a specific dollar-problem, the vehicle of per- 
sistent or at least recurrent pressures on Britain and some other 
nations, and not completely soluble by some once-for-all act of 
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adjustment, classical or non-classical. Which is not to say that | 
it is soluble by gang-warfare, or by cutting off one’s nose to | 
spite one’s face! (2) In the classical (or Hullian) world the 7 
* countries’ A, B, C, etc., are clear-cut political and economie % 
entities. Some of them, it is true, have acquired a tail of colonies, 5 
which is prima facie a naughty thing to have done but can be 7 
palliated by a policy of the open door. Now to the Briton, never 
quite sure of the name of his own country, and used now to waking 
up to find that a colony has become a Dominion and a Dominion 
has become something else, this seems an unduly simplified 
picture of the political structure of the world; and so, since 
O.E.E.C. was called into being by American charity, it will to 
many Western Europeans. There is still, I think, an absolutist 
or theological flavour about Professor Viner’s discussions of 
discrimination and its opposite which strikes a certain chill. 
But here again his advisory bite is less damaging than his doctrinal 
bark; and there is much practical wisdom in his counsel to his 
fellow-countrymen on these matters (No. 17, The American 
Interest in the Colonial Problem) for which a British reader may 
be sincerely grateful. 

It is not easy to catch Professor Viner out on matters of 
scholarship, but I think there is a slip in the third line of Table III 
in his anti-Manoilesco demonstration (p. 122), and I am sure that 
he has invented the territorial expansion achieved by a British 


East Africa Company (p. 218). 
D. H. RoBertson 
Trinity College, 
Cambridge. 


Wesley Clair Mitchell: The Economic Scientist. Edited by 
ArtTHur F. Burns. (New York: National Bureau of 
Economic Research, 1952. Pp. viii + 379. $4.) 

What Happens during Business Cycles: A Progress Report. By 
Westey C. MitrcuHett with an Introduction by Arruur F. 
Burns. (New York: National Bureau of Economic Research, 
1951. Pp. xxxi + 386. $5.) 

“‘ HERE was a man who had the courage to say, unlike the 
rest of us, that he had not all the answers; who went about 
his task without either haste or rest; who did not care to 
march along with flags and brass bands; who was full of 
sympathy with mankind’s fate, yet kept aloof from the 
market place; who taught us, by example and not by phrase, 
what a scholar should be.” 





ERRATUM 


We insert the following at the request of Professor 
Sir D. H. Robertson : 

Too late to correct it, I discovered a gross blunder 
in my review, on p. 852, of Professor Viner’s Inter- 
national Economics. I thought ‘‘ British East Africa 


Company ”’ (p. 218 of his book) was a slip for the 
better known British South Africa Company. But 
there was a British East Africa Company, and I 
ought to have known it — or taken the trouble 
to discover it. I tender my humble apologies to 
Professor Viner and to the readers of the Journal. 


D. H. R. 
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The whole of Wesley Mitchell is in these closing words of 
' Schumpeter to the memorial volume edited by Arthur Burns and 
| published by the National Bureau of Economic Research in 
' honour of its chief founder and late. Director. Lucy Sprague 
| Mitchell gives us the perfect account of the man in the making; 
' and leading aspects of his thought and work are analysed by 
' yarious colleagues. Most of the papers originally appeared 
between 1928 and 1951 in different journals. It cannot have been 
easy to select from all that has been written about Wesley Mitchell 
those contributions which best bring out the man. Inevitably 
there is over-lap in statements of fact and of ideas; but these 
serve only to accent the singleness of purpose and conduct which 
characterised Wesley Mitchell in all he undertook. The editor 
in his introductory sketch makes clear how diverse were the calls 
upon his time and energies, yet how, throughout, he stood like a 
rock from the coast of Maine whence his forbears sprang. The 
volume includes a bibliography of published work, arranged in 
chronological order, which bears witness to his self-discipline, and 
to his friendly genius in guiding and collaborating with others 
engaged in developing that organon of knowledge relating to 
business cycles which owed its conception to him. 

What Happens during Business Cycles: A Progress Report, 
published after his death, is Wesley Mitchell’s own summary of 
the methods employed and results obtained in the course of the 
National Bureau’s vast statistical investigations of the behaviour 
of time series indicative of particular elements of business activity 
—some 800 monthly or quarterly series for the United States, 
supplemented by half as many again on an annual basis drawn 
from British, French and German as well as American sources. 
When, long ago, during an evening spent with Wesley Mitchell 
whilst he was visiting Professor at Oxford, I protested that such 
labours must soon begin to yield rapidly diminishing returns, he 
shook his head and, with his always disarming smile, maintained 
that you could never be sure of what you were talking about 
until you had examined all of the available evidence. The 
emphasis of the inquiry was upon finding out the full complexity 
of the problems covered by the generic name, Business Cycles. 

The mass of data, compiled and sifted with authority, yielded 
patterns of “‘ reference cycles ” and measures of “ stage-by-stage 
conformity ” in a derived setting of secular and intra-cycle trends. 
_ The presumptions involved in the technique, and the methods 
' employed for distinguishing the significant from the random in 
| the results, are set out with meticulous care. 
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Mitchell’s distrust of macro-economic concepts as conveying 
a false sense of homogeneity and masking the true cross currents 
of economic behaviour is confirmed, to his mind, by the striking 
consensus of movement of the ‘‘ comprehensive series ’’ compared 
with the behaviour of the other series. It is in the characteristic 
disparities of movement of the multitude of specific series that it is 
possible to discern “‘ how an economic system of interrelated parts 
develops internal stresses during expansions, stresses that bring 
on recessions, and how the uneven contractions of its varied parts 
pave the way for revivals.” 

The evidence indeed strongly supports this view of the in- 
herently regenerative and degenerative forces at work in private- 
enterprise economies, forces of a nature that would still constitute 
obstinate facts in economies where the State might exert more 
sway. In detail the evidence is such as to suggest more numerous 
and more complex multipliers, more diverse operations of the 
acceleration principle, more constraints in the exercise of liquidity 
preference and a more involved lattice of responses such as are 
implied in the cobweb theorem, than the forms and parameters 
sometimes assigned to functions of the kind on the basis of a few 
theoretical postulates. Mitchell, himself a Fellow and sometime 
President of the Econometric Society, remained unconvinced of 
the fruitfulness of attempting to cast our fuzzy notions into such 
formal structures, but, if such attempts are to be made, it was his 
conviction that they had better start from close empirical acquain- 
tance with the data and be tested against the full weight of it. 
There is one all-pervading suggestion carried by the evidence 
which may perhaps be selected for mention, namely the essential 
irreversibility in time of major features in the manifold of fluctua- 
tion which must limit the contours of economic growth and decay. 
Thus, for example, certain asymmetries exhibited by indexes 
relating to production and efficiency recall the importance of 
Marshall’s original contention that increasing returns can reverse 
course only by a different path at higher levels; or, again, certain 
asymmetries exhibited by indexes relating to income and consump- 
tion draw attention to the strength of connections analogous to 
that which Duesenberry describes as the “ratchet effect ” of 
standards of living once achieved. 

Wesley Mitchell did not live to write the concluding four Parts 
of the seven which he designed to complete the volume. At one 
point he speaks of having “ flushed a rather terrifying list of 
theoretical problems,” a list which represents only an instance of 
his fundamental appreciation of the theoretical issues raised at 
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each several point and reserved for systematic treatment in the 
later Parts which were to follow. It is left for those who come 
after to carry the analysis further, in the spirit of realism of this 
Progress Report which is Wesley Mitchell’s testament to economic 
science. 
M. T. Hottonp 
Girton College, 
Cambridge. 


Money, Trade and Economic Growth. In Honor of John Henry 
Williams. (New York: The Macmillan Company, 1951. 
Pp. xi + 343. 37s. 6d.) 


No one familiar with the work and personality of John 
Williams could fail to be pleased with the appearance of this 
testimonial volume, whose contents reflect both the wide range of 
Professor Williams’s interests and the shrewd and undogmatic 
empirical sense which characterises his teaching and writing. His 
students and friends have given him the finest of tributes, a 
practical demonstration of the strength of his influence on their 
own work. 

The contributions are divided into three sections, corresponding 
to Professor Williams’s main fields of interest. Section 1 is con- 
cerned with international organisation and trade. Professor 
Wright argues that intergovernmental trade requires amendment 
but not replacement of traditional trade theory, and concludes 
that it is unlikely to secure the superior welfare results often 
claimed for it. Professor Wallich contributes a thoughtful survey 
of the working of the international monetary mechanism in 
underdeveloped countries. Professor Triffin, sketching the post- 
war development of intra-European monetary arrangements, 
presents very clearly the theoretical and practical background of 
E.P.U.; significantly, perhaps, he scarcely mentions the difficulties 
raised for a multilateral system by divergent domestic policies 
among its members, nor does he discuss how far it is desirable to 
promote intra-European balancing of payments. These two issues 
emerge in the next two papers, on the problem of European 
integration. Professor Kindleberger underlines the ambiguity of 
the concept, and stresses ‘‘ the meaninglessness of European 
integration, apart from the concept of the integration of Europe 
into the world economy ”—a view which he supports by analysis 
of contemporary integration schemes; his own proposals are 
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summarised as “discrimination to enlarge trade.” Professor 
Mikesell examines the limitations on and possibilities of economic 
integration of sovereign states, with special reference to Western 
Europe; while he rather begs the question (posed by Professor 
Kindleberger) by defining integration as arrangements designed to 
produce the same resource allocation as unification, his argument 
is sufficiently general and tentative to avert the implied criticism; 
and his emphasis on the problem of factor mobility is distinctive. 
M. Gutt concludes the section with a paper on policies to make 
devaluation effective, in which he argues that under inflationary 
conditions it is not devaluation but the subsequent deflationary 
policies on which improvement in the balance of payments 
depends. 

Section 2 is devoted to the determination of domestic economic 
activity. Professor Fellner discusses the capital—output ratio, 
concluding that while it does not provide a theory of disequilibrium, 
it does emphasise important difficulties in adjustment processes; 
this argument would have been improved by some recognition 
of the ambiguities inherent in the long-run concept of capital. 
Professor Tobin contributes a statistical test of the relative- 
income and absolute-income theories of the consumption function 
(indicating the superior explanatory power of the latter), which is 
a masterpiece of applied economic method. Professor Samuelson, 
describing himself as a neo-classic, attacks the trend towards the 
formulation of rules-of-thumb for fiscal policy with his usual 
élan and cogency. Professor Mason argues that while the proper 
price—cost—profit structure is essential to economic stability, we 
have no valid theory of the relation between the two; his con- 
clusion that price stability probably requires the absence of a full- 
employment guarantee and resistance to pressure groups is sup- 
ported by some interesting empirical arguments. 

Section 3 deals with monetary theory and central banking. 
Professor Robertson tidies up some subtle points in the classical 
theory of interest, and elaborates some earlier criticisms of Keyne- 
sian interest theory. Dr. Goldenweiser comments acidly on 
** monetary semantics ’—the use in economic analysis of common 
and emotive words such as “ spending ’’; his remarks are perhaps 
a trifle naive, in view of the ideological objectives of the Keynesian 
theory from which the usage springs, and his attack on the word 
“propensity” misses the main point (that so-called “ pro- 
pensities ’’ generally describe aggregative institutionally deter- 
mined behaviour); but the subject is an important one which 
deserves further discussion. Dr. Musgrave carries the modern 
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trend towards an assets-approach to monetary theory a stage 
farther by constructing a sectorised model of asset-holding and 
asset-valuation which brings out very clearly both the opportuni- 
ties for monetary policy to work by influencing market expecta- 
tions and the scope for monetary policy to be conducted by 
Treasury debt operations ; his paper is the theoretical counterpart 
of the concluding papers by Messrs. Rosa and Sproul. Professor 
Dupriez presents a statistical and institutional refutation of 
Cassel’s explanation of long-run price trends by changes in gold 
supply; -his own explanation, which stresses central banking 
policy, is interesting but leaves a number of factual doubts 
unresolved. Professor Ellis, in a paper which begins better than 
it ends, discusses the rediscovery of money; his analysis of the 
elements in Keynesian theory which distract attention from 
monetary factors is penetrating, and his arguments for monetary 
policy reasonable ; but it does seem rather extravagant to hail the 
Douglas Report as a “‘ Magna Charta for modern monetary 
policy ’” (unless the historical analogy is taken literally ?) and to 
assert flatly that “‘ the cost of inflation is depression ” and bring 
in the Communist menace in support of monetary policy. 

Mr. Rosa’s contribution is a brilliant essay in the art of central 
banking, which will probably become a standard reference; with 
a wealth of technical illustration he shows how the growth of the 
public debt has given the Federal Reserve the power to produce a 
strong impact on the credit situation by small changes in interest 
rates, through influencing the liquidity preferences of lenders. 
The effect, however, seems to depend on the generation of diver- 
gent expectations among lenders and borrowers (Professor 
Robertson has dubbed it “‘ the Rosa paradox ’’) and may prove 
only a short-run affair. Mr. Sproul concludes the book with a 
companion piece sketching the evolution of American central 
banking concepts since 1939 towards the “‘ modest approach ” 
whose rationale is discussed by Mr. Rosa. 

Altogether, the papers collected in this volume maintain a very 
high standard. Some of them are inevitably dated by their 
concern with the immediate practical problems of their time of 
writing (early 1950), but they remain worth reading for their 
insights—a characteristic which they share with the works of the 
man in whose honour they were written. 

Harry G. JOHNSON 
King’s College, 
Cambridge. 


No. 252.—vow. LXIII. 
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The Growth and Fluctuation of the British Economy, 1790-1850. 
By Artuur D. Gaver, W. W. Rostow and Anna JAcoBson 
ScHWARTZ, with the assistance of Isatan FRANK. (Oxford: 
Clarendon Press, 1953. Pp. xxxvi + 1028. 84s.) 

In economic history, as in other branches of knowledge, the 
student has the double task of discovering new information and 
interpreting that which is already known. Until quite recently 
our knowledge of the late eighteenth and early nineteenth 
centuries was so slight that emphasis had perforce to be placed on 
the first of these duties. Now, the success attained by specialised 
studies has created both the need for a broader interpretation and 
the opportunity for using the methods of ecc2omic analysis for 
the purpose. The present volumes certainly form one of the 
most solid and useful exercises in the interpretation of history by 
means of economic analysis that have yet appeared. 

The raw material consists of some two hundred statistical 
series covering production, investment, foreign trade, money and 
finance, prices, wages and consumption. A new price index has 
been compiled from the information originally collected by 
Professor Silberling. A number of commodities are included 
which were (for various reasons) left out of the original Silberling 
index, the weighting is somewhat different, and prices are in- 
clusive of duty. There is also a new index of share prices com- 
piled from quotations in Wetenhall’s Course of the Exchange. 
The other figures are all from fairly well-known sources, and they 
reflect the strength and weakness of our information. The 
financial statistics and those of foreign trade are the fullest, and 
probably the most reliable. The large body of information on 
prices is dominated by the prices of imports and agricultural 
products, and information about the prices of domestic manu- 
factures is still sparse. Direct estimates of production are avail- 
able for bricks (the Shannon index), ships and a number of 
articles subject to excise duties. For the rest, production has to 
be inferred from imports of raw materials, a procedure which is 
likely to give a reliable guide to secular trend, but which has 
obvious dangers in dealing with fluctuations. Figures for wages 
and investment are scanty, and those for employment and 
national income, non-existent. Improvements in these directions 
will have to wait upon further factual research. 

In view of these limitations, it is obvious that many of the 
questions which would be posed by a modern trade-cycle theorist 
cannot be answered. Nevertheless, the authors are able to go 4 
surprisingly long way by the systematic analysis of the limited 
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range of material available. The method of analysis is that 
evolved by the National Bureau of Economic Research. Each 
series is divided into a number of “ specific cycles,” which can be 
compared with “ reference cycles,” established after consideration 
of the evidence as a whole. Each cycle is then subdivided into a 
number of periods, and the value of each series in any period is 
expressed as a percentage of the average for the cycle (giving 
“specific cycle relatives’? and “reference cycle relatives ’’). 
In this way different series can be compared with one another with 
regard to the timing and amplitude of their fluctuations, and tested 
for conformity with the general pattern of the “ reference cycle.”’ 

This procedure gives fourteen cycles between 1790 and 1850. 
Seven of them (with peaks in 1792, 1800, 1810, 1818, 1825, 1836 
and 1845) are generally recognised, though there is room for slight 
differences of opinion on the timing of the turning pcints. The 
other seven (with peaks in 1796, 1802, 1806, 1815, 1828, 1831 and 
1839) are less familiar. These ‘‘ minor cycles,” as the authors 
call them, appear strongly in the export figures, and usually also 
in the statistics of prices and of money, but there is little trace 
of them in the slender evidence which we have about domestic 
investment. Moreover, the fluctuations differ considerably from 
one another in their intensity and duration, so much so that one 
wonders whether they are really best treated as cycles rather 
than as random fluctuations in the course of the longer cycles. 
Unfortunately, it is almost impossible to judge the effect of 
choosing a different cyclical pattern, especially as we are usually 
given only cycle relatives and not “ raw ”’ figures. 

The presentation of such a large mass of statistics is a difficult 
problem, and the authors’ solution is not an altogether happy one. 
They begin with a long historical review, dividing the period into 
a number of sections, each a few years in length, and combining 
the statistical material with qualitative evidence of varying 
reliability. I must confess that I found this section very difficult 
reading. It is followed by a description of the new index numbers 
and then, in the second volume, by a general analysis and a long 
section on statistical methods. The general analysis (the work of 
Dr. Rostow) is by far the most readable and stimulating part 
of the book. Handling his evidence in masterly fashion, Dr. 
Rostow first presents a tentative theory of the trade cycle and 
then discusses the secular trends of the period, with special 
reference to the “long wave,” or “ Kondratieff cycle.” In 
general I found the argument of this section very convincing, 
though I wonder if rather too much emphasis has not been placed 
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on foreign trade. In view of the importance both of the French 
wars and of the purely domestic sector of the economy, such 
statements as, “The controlling element in the growth and 
fluctuations of the British economy from 1790 to 1815 was its 
foreign trade,” seem a little exaggerated. 


KE. Victor Morgan 
University College of Swansea. 


The Development of Economic Thought. Great Economists in 
Perspective. Edited by H. W. Sprecent. (New York: John 
Wiley & Sons (London: Chapman & Hall), 1952. Pp. 
vii + 811. 52s.) 

In this book Professor Spiegel has collected together over 
forty essays or extracts from longer works, each written (if we 
ignore the extract from Aristotle’s Politics with which the book 
opens) by some prominent economist or economic historian, and 
each dealing with the work of some famous economist or, in a few 
cases, with some notable aspect of economic thought. With the 
solitary exception of Pigou, all the writers studied belong to the 
mighty dead; but economic literature from Plato to Pigou is an 
ample enough field of study, even although five-sixths of the book 
is devoted to economic thought since Adam Smith. 

Numerous nationalities are represented, and no school is 
neglected. An astonishing galaxy of talent is thus brought to the 
attention of the reader, from Cantillon to Keynes, Bastiat to 
Béhm-Bawerk, Ricardo to Roscher, Marx to Marshall. The only 
notable absentee is List—surely a more interesting economist than 
Owen or the Webbs, who are included. Most of the studies have 
previously appeared in English, but eight are translated for the 
first time : these are the essays by Einaudi on Galiani, Marx on 
the Physiocrats, Halévy on Sismondi, Schmoller on Roscher, 
Walras on Gossen, Hayek on Menger, Schumpeter on Béhm- 
Bawerk and Demaria on Pareto. In addition, there are three 
studies which have never appeared in print before: those by 
J. M. Clark on J. B. Clark, Frisch on Wicksell and Colin Clark on 
Pigou. (This last contains the erroneous statement that Pigou 
read mathematics as an undergraduate ; he read history and moral 
sciences.) It would be absurd to try to decide which of all these 
studies are “ the best ”; almost all of them are good, and many of 
them are very good indeed. But it seems a fairly safe guess that 
the essays by Demaria on Pareto and Frisch on Wicksell will 
excite the keenest interest : the latter a mathematical formulation 
of Wicksell’s leading ideas, especially those connected with the 





Ts A OD 


Fe ® ® 


1953] SPIEGEL: DEVELOPMENT OF ECONOMIC THOUGHT 861 


rate of interest and the theory of erratic shocks; the former a 
suggestive if somewhat oracular appraisal of the whole of Pareto’s 
work, relating his economic writings to those of Walras and others 
on the one hand and to his own sociological ideas on the other. 
There are two aspects of economic study which this book 
brings out particularly clearly. The first is its range and com- 
plexity. There is no question here of a single author imposing 
uniformity upon a diverse subject. Professor Spiegel, it is true, 
arranges his economists into six categories—institutionalists, 
marginalists and so on. But this device seems to underline 
differences almost as much as it emphasises similarities. Thus we 
find Mitchell, “‘a mind bent on large generalisations ” (p. 421), 
devouring data on the grandiose scale of a whale absorbing 
plankton, and yet classed along with Veblen, who believed that 
economics was “necessarily an inquiry into . . . a scheme of 
institutions ”’ (p. 389) and who probably, one feels, never seriously 
studied a column of statistics in his life. Similarly, among the 
“Socialists and Reformers,’ Marx rubs shoulders with Henry 
George and Sismondi, while the “‘ Moderns ”’ include both Keynes 
and Marshall, Edgeworth and Schumpeter. The diversity, not 
only of method, but of aims and of interests is extraordinary—and 
disturbing. Only the marginalists have that unity of purpose 
and agreed approach which is the true hallmark of a “ school ” 
and produces what is undeniably an organised body of knowledge ; 
for the rest, each author seems to go his own way, and it is hard to 
see what they have in common until resort is had to a comparison 
with those medieval thinkers whose assumptions, Professor 
Tawney tells us, were two: “that economic interests are sub- 
ordinate to the real business of life, which is salvation, and that 
economic conduct is one aspect of personal conduct, upon which 
... the rules of morality are binding” (p. 17). Set against this, 
there is a family similarity among all economists since the mercan- 
tilists, and the basis of that similarity is the philosophical writing 
of Descartes, Locke, the moral sense school, and Bentham. 
Secondly, the book as a whole continually raises questions of 
methodology, either explicitly or implicitly. There is a good deal 
to be said for the view that this is a rather tiresome subject, upon 
which very few indeed are entitled to speak with authority or to 
be heard with respect. But a good deal of the value of studying 
economic thought probably lies in this field. Earlier writers may 
have reached erroneous conclusions or have over-emphasised 
certain ideas; but their assumptions, their purposes, the possibili- 
ties which they uncovered or deliberately neglected—these are 
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perpetually rewarding of study. It is here that a development of 
thought is most easily traced. For two centuries economic 
writing has been moving towards ever increased exactitude. 
Ricardo and von Thiinen gave precision to the accomplishments 
of the eighteenth century and developed basic ideas in a syste- 
matic way. But their successors allowed economic theory to 
ossify, and the reaction to this was the development of the German 
historical school under the influence of Wilhelm Dilthey. When 
theoretical economics was revived by Jevons, Menger and Walras, 
the major methodological division of the nineteenth century, that 
between “‘ German historicism ”’ and ‘“ Austrian marginalism,” 
appeared. This is no longer a live issue, for few would now suggest, 
in the words of Mill, that history can prove political truths. But 
Professor Spiegel’s book suggests that the old division of opinion 
is liable to reappear in a new form. For there seem to be two 
methods by which economics is now aiming to purify itself of vague- 
ness and inexactitude. These might be called, for brevity, the 
deepening and the widening method. The first, admirably repre- 
sented by Professor Frisch’s mathematical synthesis of Wicksell’s 
main theories, requires a rigorous—in the last resort a mathematical 
—statement of the conditions of any economic problem, followed 
by the use of mathematics for its solution. Elements not suscep- 
tible of mathematical treatment tend either to be regarded as 
constants or to be excluded from consideration altogether. Along 
these lines economics cannot fail to become an exact science. 
The question is only whether it could remain a useful one. The 
alternative method, outlined by Demaria in his article on Pareto, 
is to develop a sociological framework within which is set a pure 
but appropriate economic theory. In the writings of Pareto, says 
Demaria : 

“The equilibrium of economic quantities, in its most 
general aspects, is interpreted as a historical phenomenon, 
which is not exclusively economic but political and sociologi- 
cal as well, based, in other words, on meta-economic judg- 
ments. From this it follows that the deductive discipline of 
economics requires postulates and value scales of economic as 
well as sociological character, and that these in turn need 
to be supplemented, with the help of the method of successive 
approximation, by research of the empirical, inductive, statis- 
tical, and historical variety. The old-line economic theorists, 
for the sake of clear exposition and coherent interpretation, 
had neglected the development of sociological categories 
designed to interpret the reality of economic life. It does not 
suffice, in fact, to speak intuitively of legal institutions, moral 
beliefs, and sentiments, which dominate the various social 
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spheres, and to say that all this is closely related to the 
hedonistic springs of action. In order to avoid a uniform and 
undifferentiated interpretation, it is also necessary to establish 
a classificatory scheme which embraces these matters. The 
empirical concepts of history and the no less inductive concepts 
of the old science of politics must be segregated and then 
re-aligned in coherent units. Only in this manner can the 
complete truth be revealed ”’ (p. 630). 
Whether it is possible to carry through such a programme remains 
to be seen. Whether the result would be “ scientific ” in the most 
superficial but the commonest sense of that much-abused word 
must also be a matter of doubt. But no one—certainly no one 
who reads Demaria’s article—will question that it is a programme 
of extraordinary interest and importance. It is the type of 
programme of which Schumpeter, certainly, would have approved. 
The Development of Economic Thought is a large book, and only 
specialists will wish to read it in its entirety. It is, however, a 
not unfitting tribute to the achievement of some of the scholars 
whose work is assessed within its pages, and the reader cannot 
fail to be impressed—even if he is also a little daunted !—by the 
stature of some of the great economists of the past. There is 
something here to stimulate the interest of everyone. Professor 
Spiegel is to be congratulated on having devised a new approach to 
what sometimes seems a rather threadbare subject. 


A. J. Youneson Brown 
Cambridge. 


Readings in Price Theory. Edited by G. J. SticLER and K. E. 
Boutpine. (Chicago: R. D. Irwin for the American 
Economic Association, 1952. Pp. v + 568. 56s.) (English 
edition: Allen & Unwin, 30s.) 

Tuts ninth volume in the series of Readings published by the 
American Economic Association contains a selection of twenty- 
five articles on the bases and mechanics of the pricing process, 
drawn from the periodical literature of the last forty years. All 
the articles, with the exception of Slutsky’s “On the Theory of 
the Budget of the Consumer” and Viner’s ‘“ Cost Curves and 
Supply Curves,” are reprinted from British and American journals, 
seven coming from the Economic Journal and five from 
Economica. The selected articles are grouped in seven sections, 
which are entitled respectively : Utility and Demand; Costs and 
Returns; Stocks in the Theory of Prices; The Rationale of the 
Firm; Imperfect Competition; Spatial Competition, and Theory 
of Games. It would be too tedious to catalogue the articles which 
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are included in each section, and it would be invidious to select 
particular articles for special mention, for all of them illustrate 
important steps in the development or elaboration of the theory 
of price. The editors resolved to exclude all articles which were 
more in the nature of applied economics or which dealt principally 
with welfare economics, though some of the articles reprinted in 
Section IT have, at the least, a welfare aura if not a welfare bias. 
In selecting the articles, they were influenced “ not only by merit 
but also by relative availability,” for the book is intended “ag 
an adjunct to, rather than as a complete substitute for, the 
literature which is generally available in libraries.”’ 

It is ungracious to carp at so admirable a selection—especially 
after the disarming admission by the editors that “it is not 
unusual for the contents of a book to be influenced by the par- 
ticular men who fashion it ’’—but one cannot avoid some minor 
criticisms of their choice. The article by the late Professor 
Slutsky, that has been honoured in innumerable footnotes, has 
so far been wholly inaccessible to the majority of students. 
Despite the appearance of this translation, it is likely to remain 
so for me, for it is highly mathematical. One cannot help 
feeling that from the point of view of many economists and of 
most of their students, a reprint of the article by Professors Allen 
and Hicks would have been more welcome. It is perhaps a pity 
that the distinction between “ theoretical’? and “applied” 
articles has been drawn so finely as to exclude R. A. Gordon’s 
admirable : ‘‘ Short Period Price Determination.” 

The literature on price theory is vast, and practical considera- 
tions of price must necessarily limit the size of any selection. 
Consequently, many topics are not represented. To mention 
these, however, is not to criticise the editors’ choice, but rather 
to register a plea for a supplementary or companion volume. In 
the section on Imperfect Competition, oligopoly theory is repre- 
sented by two articles on the Kinky Demand Curve and the 
analogical article by Rothschild. On this subject, a translation 
of Bertrand (though this precedes the period from which the 
articles were collected), and some treatment of the theory of 
cartel formation (perhaps as in J. 8. Bain’s ‘‘ Output Quotas in 
Imperfect Cartels’) would be welcome. In this volume there 
are no articles dealing primarily with the pricing process in a 
dynamic context, nor with the uncertainties that inevitably 
attend it, though one feels that A. A. Alchian on “ Uncertainty, 
Evolution and Economic Theory” might be suitable in this 
connection. There are no articles on advertising and its relations 





1953] KNIGHT AND HINES: ECONOMICS 865 


to the pricing decision. Most of the articles included relate 
mainly to the single-plant, single-product firm: there is no 
treatment of the problems of the multiple-plant enterprise or of 
the pricing decisions where there are several products. Lastly, 
one feels that the inclusion of Hayek on “‘ The Meaning of Com- 
petition ’ would have helped to give perspective. 

However, as was pointed out earlier, these suggestions are 
in no way intended to detract from the usefulness of the present 
volume: they are merely indications of how it might usefully 
be supplemented. Professors Boulding and Stigler are to be 
congratulated for making this invaluable addition to the library 
of all serious students of economics. This volume is certainly one 
of the best in the series. 

At the end of the book there is an excellent classified biblio- 
graphy of articles on Price Theory taken from the general pro- 
fessional periodicals published in English during the period 
1920-49. This is supplemented by shorter bibliographies of 
articles in French, German, Italian and Swedish. 


W. J. L. Ryan 
London School of Economics. 


Economics. By B. W. Knicut and L. G. Hines. (New York : 


Alfred A. Knopf, 1952. Pp. vi + 917. $5.75.) 

Introduction to Economics. By T. Morean. (New York: 
Prentice Hall, 1952. Pp. vii + 857. $5.) 

Fundamentals of Economics. By M. H. Umpreit, E. F. Hunt 
and C. V. Kryter. (London: McGraw-Hill Book Co., 
1952. Pp. v + 506. 42s. 6d.) 

General Economics: An Introduction. By A. M. Sievers. 
(Chicago: Lippincott, 1952. Pp. xvii + 812. $5.50.) 

An Introduction to Political Economy. By V. W. BLADEN. 
Revised and edited by Atison Kemp. (Toronto: University 
of Toronto Press, 1951 (London: Geoffrey Cumberlege, 
1952). Pp. viii + 303. 30s.) 

Man, Money and Goods. By J. S. Games. (New York: 
Columbia University Press (London: Geoffrey Cumberlege), 
1952. Pp. vii + 339. 24s.) 

Fundamentals of Economics. Edited by J. K. Menta. (Alla- 
habad: Pothishala, Ltd., 1949. Pp. 806. Rs. 12/8.) 

A Textbook of Economic Theory. By A. W. Stoner and D. C. 
Hacusr. (London: Longmans, 1953. Pp. v + 501. 25s.) 

Ir there is one activity in which perfect competition seems to 
prevail it is the production of elementary principles of economics. 
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Almost every year sees a number of most promising new entrants 
into the industry. At the end of ten years it is surprising how 
few of them have established themselves, however good the 
material they contain. A very large proportion come from the 
United States. Many of them are excellent, in the sense that 
their accuracy in detail is almost impeccable; that the thought 
given to presentation is obvious; that they are on the whole 
well adapted to the actual teaching needs of their country of 
origin. If they have a collective fault, from the point of view of 
teaching in the United Kingdom, I would say that, quite apart 
from questions of the desirability of using a text which depends 
mainly on foreign illustrations and examples, they are on the large 
side for a first introduction and are too anxious to be self-sufficient; 
that they seek to reproduce what is best read in the original works 
and do not steer a beginner towards these original sources of 
thought, even when they are within the compass of the student. 
Of the present crop, may I take first the volume by Professors 
Knight and Hines. It is a large and very thorough text which 
covers pretty well the whole field. Money and banking are 
treated rather briefly and at a very elementary level; the value 
of money is discussed in a later section, with the quantity theory 
in Fisher and Cambridge forms and the savings—investment 
approach all set out on the counter for the customer to choose 
from according to taste. The main weight is in the earlier 
sections. Here the arrangement is interesting. The first five 
chapters, forming a general introduction, deal with the basic 
concepts and principles, with emphasis on the advantages and 
limitations of specialisation and on forms of organisation. The 
next seven chapters cover the framework of the economy, in- 
cluding not only the factors of production but also money and 
banking. In Chapter 13 we reach the national income, its 
measurement and determination, fluctuations and their causes, 
fiscal policy and stabilisation. It is only in Chapter 19 that we 
come to particular products and the determination of their output 
and prices, first in a competitive and then in a monopolistic market. 
This group of seven chapters is followed by a further five chapters 
on functional distribution—wages in free and monopolistic 
markets, rents, interest, profits. The remaining third of the book 
is devoted to more applied discussions of monopolies, agricultural 
policy, social security, taxation, international economics and 
socialism—democratic in the United Kingdom and autocratic 
in Russia. It is a solid and competent piece of work. It notably 
escapes the nursery-governess techniques of exposition to the near- 
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moron mind. It includes a great deal of the techniques of thinking 
developed in the past twenty years. In that sense the authors 
are always prepared to exploit what they think good in what is 
new. But they rather carefully avoid the temptation to re-write 
the whole of economics in terms of a single new idea, and aim 
to hold a balance between different schools and different 
approaches. 

Professor Morgan is in this respect a little more venturesome. 
He deliberately departs from the traditional pattern in making 
the twin centres of his book economic growth and rising pro- 
ductivity on the one hand, and the factors that influence unem- 
ployment and over-employment, leading to inflation, on the other. 
Rather curiously, considering that this is his emphasis, he reverses 
the pattern set by Professors Knight and Hines. He starts, as 
they do, with basic concepts, including the scale, location and 
organisation of production and the functions of money. But he 
goes next to the theories of value and distribution, and comes 
only at p. 441 to national income, its fluctuations and their causes. 
Final sections deal with international economics and with economic 
systems. This book is, at points, more original than the other, 
but is written at a slightly more elementary level. Like the other, 
it contains much of the new economics as well as of the old. But 
the techniques are in the main the familiar ones. While the 
problems of growth and innovation recur, they have not really 
modified the approach to the theory of value, which is still 
essentially based on the methods of comparative statics. My 
impression of this book is that it contains various ideas which 
may be valuable to a lecturer thinking out his own presentation. 
But I doubt whether it is the perfect elementary book for an 
English class, as distinct from an American. 

The Fundamentals of Economics, by Messrs. Umbreit, Hunt and 
Kinter, is now in its second edition; it has a companion volume 
called Modern Economic Problems, reviewed in this JoURNAL 
in June 1952. It is on a shorter and more manageable scale 
than the two that I have already discussed, and in my view 
gains from it. It covers, on the other hand, somewhat less 
ground. Its main emphasis is on value and distribution; but 
it includes a group of six chapters that deal with money, banking, 
price levels, national income and employment. These problems 
are presented before those of the determination of particular 
prices. A short final section covers international economic 
relations. The book also contains suggestions for further reading, 
and is not so dogmatically self-sufficient as are the others, but it is 














868 THE ECONOMIC JOURNAL [DEC. 


surprising to find most of the suggestions taking the form of a 
direction to other popular texts rather than to original authorities, 
This, like the others, is a competent and thorough piece of work, 
concerned mainly with principles, leaving the author to study any 
applications in the companion work. It is addressed to the 
serious student, and successfully avoids the pitfall of talking 
down to the reader. 

Professor Sievers book is rather more designed to make the 
theory grow out of the practice and to prevent schizophrenia 
between theory and application. He begins with the essentials 
of a modern industrial economy—the world of complicated 
technologies, high divisions of labour and heavy reliance on 
indirect and capital-using methods of production, as illustrated 
by an automobile or a loaf of bread. He goes on to the existing 
structure of the American economy, with its resources of materials 
and of financial and business organisation. This leads on to the 
national income and to America’s economic relations with the 
outside world. In Book Two he comes to economic systems, 
first in principle and then in practice, with descriptions of the 
particular systems of various countries. It is only in Book 
Three, at p. 389, that we reach the techniques and tools of 
economic analysis, leading on to equilibrium theory. This is 
handled, briefly but competently in five short chapters, covering 
about one hundred pages, which deal with utility and demand, 
with short- and long-run supply, with equilibrium in competitive 
and imperfect markets and with the rewards of factors of pro- 
duction. There follows a section of about seventy pages on 
macro-economics and dynamics, covering employment theory, 
the trade cycle and monetary-cum-fiscal policy. A final Book 
deals with broader problems of applied economic policy, welfare 
economics, labour problems, government control and intervention, 
with a final glimpse at the problems of progress. Once again, 
this book represents a serious and competent attempt to allow a 
student to see something of the whole field of modern economics, 
with emphasis on the integration of the classical deductive 
approach, the institutional approach and the Keynesian approach. 
For my own taste, I think there is too little of the techniques and 
tools of analysis to balance the rather fuller treatment of economic 
systems and of institutions. Nor am I wholly convinced that 
it is better to produce the tools of analysis after rather than 
before the discussion of systems, which are, after all, applications 
of the various theoretically possible solutions of the agenda 
of a modern economy. But the criticisms of the book are of its 
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strategy rather than its detail. Within its own objectives it is 
very well done. 

Professor Bladen’s book is very different in character. It is 
best described as a lively and stimulating accompaniment to 
other more orthodox text-books; indeed, the Preface makes it 
clear that that is how Professor Bladen has intended it. He 
takes certain problems and develops them, with lively illustration 
and with a minimum of jargon and diagram. He uses—as a 
means, I would suspect, of keeping Canadian students from losing 
contact with Canadian earth—Canadian examples wherever 
possible. He begins with the factors determining social wealth. 
He goes on to the price system and how it works, to price controls 
in war and peace and the limits of their efficacy, and he then 
proceeds to apply a price system to a simple model economy with 
certain specifications, and shows what its effects would be on 
various assumptions. He comes next to money and the reasons 
why people hold money. With that background he goes on 
to a variety of actual problems—population growth, the place 
of wheat in the Canadian economy, combines and public policy, 
the wage-earner in modern industry. In a final chapter he 
tackles the thorny questions of laissez-faire and collectivism. 
The book is as different as cheese from chalk from the ultra- 
systematic cover-the-syllabus approach of the books I have 
described above. And for those who prefer cheese to chalk it is 
wholly admirable. But its author would be the first to say that 
it devends on the co-existence of a nice chalky text-book to be 
supplemented. 

Mr Gambs’ book is supposedly addressed to ‘‘ mature, earnest, 
intelligent people who have a sincere interest in economic theory, 
but have never quite made contact with it.” While there is a 
great deal of competent jargon-free writing of applied economics, 
there is too little similar writing of economic theory. Mr. 
Gambs aims to fulfil this objective by describing some of the con- 
flicting viewpoints of different economic theorists. What emerges 
I find hard to describe : a book in which obviously hard thinking 
is deliberately embodied in slipshod and gossipy language; in 
which comic-strip illustrations irritate or titillate; in which, 
nevertheless, if it is possible to sustain life on an unvarying diet 
of intellectual doughnuts, one would find that one had imbibed 
all the necessary calories. To my own less jammy taste, it is 
nauseating; but I accord it the grudging admiration that is due 
to an exceptional intellectual pastry-cook. 

I turn next to a book with a very different purpose. Funda- 
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mentals of Economics was originally planned by Professor §S. K. 
Rudra, with the collaboration of Professor J. K. Mehta and Mr. 
P. D. Hajela. With Professor Rudra’s death in the last stages, 
the main responsibility fell on the two last-named. The volume 
represents a collaborative effort by a dozen or more teachers 
associated with the Allahabad tradition. It is generally ortho- 
dox in arrangement and presentation. It starts with general 
concepts; it goes on to problems of consumption and demand; 
to production, with a special group of chapters on rural and urban 
problems; to the theory of exchange, covering perfect com- 
petition in long and short periods, monopoly and imperfect com- 
petition; and to the theory of distribution. This is followed by 
a further five groups of chapters covering money and foreign 
exchanges, credit and banking, international trade, public finance 
and the conditions of economic progress. The book is designed 
for Indian students, and has the great advantage from their point 
of view that examples are almost invariably taken from Indian 
experience. It travels, by intention, rather slowly, and its 
exposition of the elements of marginal cost and marginal revenue, 
for example, is such as to carry a beginner through the minor 
complications without risk of misunderstandings. There are a 
few minor errors : Marshall is wrongly said to have regarded quasi- 
rent as a surplus above normal profits; Professor Chamberlin’s 
name is consistently misspelt. But in general the exposition is 
good, if sometimes long-winded. It is to be expected that this 
book will fit well into Indian teaching; it has already reached a 
second edition, with some improvements to individual sections. 

I have deliberately left to the end the most valuable addition 
to our stock of text-books suitable for use in England, that by 
Messrs. Stonier and Hague. Its method of exposition, the Preface 
tells us, is similar to that used in lectures on general economic 
theory to first-year students at University College, London, who 
are reading for Part One of the B.Sc. It provides a general 
introduction, that is to say, to economic theory, but it makes no 
attempt to embrace applications, and it does not attempt to 
cover special problems of international trade, public finance or 
welfare economics, nor, save in a very general way, the problems 
of money and banking. 

I will say frankly that my first impression of the book was that 
it was far too difficult for the type and stage of teaching for which 
it was intended. It is essentially mathematical in character. 
Almost every other page carries a diagram, and the exposition is 
in terms of these diagrams. Almost everything that is to be 
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found in the familiar work by Chamberlin and Mrs. Robinson, 
for instance, is reproduced here ; at first sight the difficulty appears 
to be of about the same order as that of their books. On closer 
study, I think my first impressions were wrong. It is certainly 
true that the authors have set their sights high. They have 
assumed that first-year students are not only willing but also com- 
petent to make a sustained intellectual effort comparable to that 
which one would expect of them in, say, the natural sciences, and 
that they will not be frightened off by mathematics of a difficulty 
which ought not to have frightened them in their schooldays. 
If their readers can make the effort and master this book they will 
be thoroughly well drilled and far more competent to go on to the 
complexities of the subject than are most first-year students at 
the end of the year. 

I have revised my own ideas of the book principally because a 
careful reading of certain sections has led me to appreciate the 
care and thoroughness of the exposition. I read with special 
diligence the part dealing with indifference-curve analysis, partly 
because I find this a pons asinorum, partly because I retain a good 
deal of scepticism as to whether this is really a first- (or even a 
second-) year tool. If I may take this as an example, I do not 
think the exposition of the indifference curves themselves could 
have been bettered. On the other hand, the exposition of the 
meaning and properties of the price line (pp. 51—4) is nothing like 
so thorough, and I would expect an ordinary first-year student to 
get lost and need help at this point. The whole of the subsequent 
analysis of demand is built on the results of this, and on a modifica- 
tion of it, by substituting money as a general command over other 
goods for the second good in the indifference. Thus if the reader 
sticks here, he is lost. I think the moral is that this is a quite 
first-rate book for the really serious student, with some mathe- 
matical aptitude and the willingness of a scholarship- or exhibition- 
level schoolboy to puzzle his own way through difficulties. For 
others I suspect that a certain amount of help would be needed 
from a tutor. But until one has tried the book on a generation 
of students one cannot feel certain. 

In the second half of the book the authors tackle the exposi- 
tion of employment theory. They do this quite frankly along 
Keynesian lines, not because they regard Keynes as indubitably 
right, but because ‘“‘ there is no post-Keynesian orthodoxy,” and 
because they are convinced that some general discussion of the 
questions asked by Keynes is a necessity. Making that assump- 
tion, this part of the book is very well done. 
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Thus, leaving aside their use of indifference curve techniques, 
due obviously to a wholly understandable reluctance to become 
involved in arguments about the concept of utility, the book can 
best be described (as the authors describe it) as an introduction 
to the Marshallian theory of value, with the addition of imperfect 
competition, and to the Keynesian theory of employment. I can 
warmly recommend it to those who are looking for a rather more 


advanced introduction to those subjects. 
AusTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 


Income and Wealth of the United States: Trends and Structure. 
Edited by 8S. Kuznets for the International Association 
for Research in Income and Wealth. (Cambridge: Bowes 
& Bowes, 1952. Pp. viii + 328. 35s.) 

THE substantive part of this book consists of two long papers 
on the United States presented by S. Kuznets and R. W. Gold- 
smith to the Royaumont conference of the Association in 1951. 
The Kuznets paper “ Long-term changes in the National Income 
of the United States since 1870” takes some 220 pages. Mr. 
Goldsmith’s paper “‘ The Growth of Reproducible Wealth of the 
United States of America from 1805 to 1950” takes about 80 
pages. 

The Kuznets paper (described by the author as “‘ incomplete, 
despite its length ’’) deals first of all with the appropriate defini- 
tions of National Income or Product for the purposes in hand and 
then produces figures of National Income and its growth over the 
period in both current and 1929 prices. In general, the technique 
employed is not to give yearly data but annual averages for over- 
lapping decades. Subsequent chapters deal with per capita 
figures, productivity per head, the distribution of product by 
industrial origin, the distribution by type and size of income, 
the distribution by type of use and finally “flows across 
boundaries ’’—a rather miscellaneous bag of capital movements, 
migration and internationally traded goods. A useful appendix 
discusses National Income data for the pre-1870 period. 

The Goldsmith paper starts off with a summary of the main 
statistical conclusions and then leads on to a short discussion of 
concepts from which the notion of ‘‘ reproducible tangible wealth ” 
as the best (wealth) indicator of economic growth emerges. The 
main body of the essay is devoted to the portrayal and examina- 
tion of the figures of total wealth and its main constituents. 
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Finally, we have a section ‘‘ Some Interpretations ” and then an 
appendix giving fuller statistical data. 

Enough has been said to show that even the heaviest meat- 
eaters will find sufficient, and more than sufficient, to satisfy 
them. Particularly succulent morsels are the illustrative calcula- 
tion by Kuznets of the effect of rural-urban movements of the 
population on the price levels of consumer goods and on the flow of 
goods to consumers (pp. 60-2) or the discussion of the reasons why 
product per person engaged in agriculture was persistently lower 
than that in other sectors (pp. 112-13). 

Nor need any reader have qualms about the excellence of the 
technical statistical work. There are, of course, points of defini- 
tion, such as the Kuznets treatment of the contribution of Govern- 
ment activity to National Product, where differences of opinion 
may arise. But given the concepts used and the inevitably rough 
nature of some of the statistical material available, no one can do 
anything but praise the persistence, ingenuity and, above all, the 
honesty of the authors. 

But despite all these excellent qualities, it must be sadly 
recorded that these two papers leave one with the feeling that the 
meal is rather indigestible. Kuznets makes no attempt at all in 
his paper to summarise either his aims or his conclusions, and in 


fact expressly declares at the beginning that he does not intend to 
doso. Goldsmith is kinder to the reader in this respect but some 
of the alleged virtues of wealth estimates which he puts forward 
are so obviously fallacious that the essay would be improved by 
omitting them altogether. For instance, the argument on p. 288 
that “‘ wealth ” is a better method of comparing undeveloped and 


‘ec 


developed economies than “income” because of difficulties of 
defining and evaluating intra-family activities in the former 
breaks down on the simple point that there is no universal 
definition of ‘‘ wealth” applicable to countries with vastly 
dissimilar economies. One has an obstinate feeling that despite 
the tremendous amount of wealth in the book, not many people 
will derive much income from it. 

The key to this paradox is, I think, to be found in the twelve- 
page introduction to the volume by Kuznets, where he tries to 
justify the studies undertaken here. His general point is that 
work of this kind is necessary to the understanding of the 
problems of economic growth. Specifically, “the accumulation 
of tested observations is essential to a framework within which 
theoretical hypothesis and analysis must be formulated ”’ (p. 15). 


Now the principle of the division of labour is one of the best known 
No. 252.—vow. LX1II. 3M 
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in economics. There is no disgrace in being primarily a tool- 
maker rather than a tool-user. Nor is it always easy to see which 
information is relevant and which is irrelevant to any economic 
problem. But one must stop somewhere; it would not be 
ludicrous to maintain that everything that happened in the nine- 
teenth century in the United States, has some relevance to the 
problems of economic growth. Without more than the vaguest 
notion of the problems or hypotheses which Professor Kuznets 
hopes to test with his data (or, perhaps, hopes someone else will 
test) it is difficult to assess the merit of the work fairly, to decide 
whether it is a vital pre-requisite for work in this field or some- 
thing destined to be thick with dust in the libraries in a few years’ 
time. For it must always be remembered that the law of 
diminishing returns applies to the raw materials of economics as 


well as to the economics of raw materials. 
A. R. PREst 
Christ’s College, 
Cambridge. 


Studies in Income and Wealth, Volume 15. Published for the 
Conference on Research in Income and Wealth by the 
National Bureau of Economic Research. (New York, 1952. 


Pp. x +230. $3.50.) 
Tuts volume contains the papers presented at a conference 


ce 


ostensibly devoted to “ income size distributions ” but which in 
fact had little to do with that elliptically entitled subject. At 
least four of the eight papers—and these are the more interesting 
—can be more suitably described as studies of family budget 
data, and may be presumed to provide evidence of the trend of 
research in the United States in this field. 

Undoubtedly the most interesting paper is that by Milton 
Friedman on ‘A Method of Comparing Incomes of Families 
Differing in Composition.” This attempts to rehabilitate the 
use of equivalent-adult scales along the lines originally proposed 
by Sydenstricker and King in a neglected paper published in 
1921. In a preface Professor Friedman says that this paper 
was written in 1935, but that since he had not applied the method 
he outlines, he refrained from publishing it then. Working 
along similar lines, the Department of Applied Economics in 
Cambridge has for the past two years been estimating equivalent- 
adult scales for a number of commodities with some success, 
having independently revived the methods of Sydenstricker and 
King. It is to be hoped that the present expositions will attract 
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sufficient attention to direct research in what seems to be a very 
fruitful direction : it has a direct bearing on computations of the 
“cost of children” and, through these, it has implications for 
population policy and taxation policy. 

It may be noted that the defect pointed out by Professor 
Friedman in his version of the method is not essential and can 
be overcome with a sufficient amount of extra computation. 

Another paper of some conceptual interest is that by Mollie 
Orshansky concerned with the comparison of standards of living 
of farm and city families. A comparison of income levels or 
the sum of expenditures valued at constant prices is regarded as 
inadequate, since other things (non-pecuniary advantages) 
are not sufficiently similar. The method adopted is based on 
the fact that the income elasticity of demand for a commodity 
varies with the income level of the household. At high incomes 
the demand for most commodities may be expected to become 
inelastic as a satiety level is reached; at low incomes when only 
the bare minimum is spent on certain commodities demand 

‘for them will also be inelastic. But there will be some inter- 
mediate income range at which demand becomes highly elastic, 
and there will therefore be some income level at which the elas- 
ticity is at a maximum. The incomes at which this happens 
can be found for families living on farms and in towns, and Miss 
Orshansky regards these incomes as equivalent. Besides the 
difficulty that this method will yield different estimates according 
to the commodity considered, the reviewer can see no reason 
for attaching significance to the income at which the elasticity 
is at a maximum or for equating the standard of living of families 
at that income. Otherwise the paper contains a number of 
suggestive points on the grouping of commodities and quality 
variations. 

The effect of the ‘‘ age group ” of the household on its level of 
saving is considered in a paper by Janet A. Fisher which links the 
economic analysis of family budgets ‘to the sociological concept 
of the life cycle of the household. A cross-sectional study of 
families of different ages at one period of time is taken to provide 
evidence of the way in which a particular family may be expected 
to develop through time. 

Another sociologically oriented study is that by Dorothy 
8. Brady, who shows that the savings ratio depends not only on 
the income of the household but also on the general level of 
the community’s income. This result is based on a comparative 
study of families in towns of different income levels. Denoting 
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by y the household’s income, by z its total expenditure and by z 
the average household income of the community of which it is a 
member, the relationship derived is 


aly oc (z/y)*? 

The concept of an “ income elasticity ” is, of course, based 
on a very simple model of the economic world in which income 
changes always have the same effect on expenditure. In a more 
complicated model a distinction may be drawn between what is 
regarded as the stable portion of the income stream which deter- 
mines the habitual pattern of expenditure, and the variable 
portion which determines expenditures on exceptional items such 
as durable goods and binges. The elasticity of expenditures with 
respect to changes in these two components of income is, no doubt, 
different for most items of expenditure. After examining the 
family budgets of farm families, Margaret G. Reid—in a paper on 
the ‘‘ Effect of Income Concept upon Expenditure Curves of 
Farm Families ’—argues that a more complicated conceptual 
framework is required for an analysis of the expenditures of these 
families on account of the variability of their incomes. 

While the subject matter of the last four papers referred to is 
of the greatest interest, the reviewer cannot refrain from comment- 
ing on the methods of research and presentation which seem to 
him to be unfortunately deficient in a number of ways. First, 
there is a proliferation of two-dimensional tables and frequency 
distributions when the argument in the text is generally in terms 
of means. These are often not given in the table, and the reader 
is forced to compute them for himself if he is to grasp the trend 
of the argument. Secondly, when graphs are given they are 
generally either scatter diagrams of the observations without the 
fitted curves, or fitted curves without the observed points. Only 
occasionally are the two combined, as is essential if the reader is to 
judge the reliability of the argument. Thirdly, there is a regret- 
table avoidance of mathematical formulations and the use of 
regression techniques. This leads to unnecessary obscurity in the 
argument and cumbersome analysis in the form of lengthy 
summaries of the data. When regression techniques are used, 
as in the study by Brady, confidence limits are not given for the 
estimates nor even a correlation coefficient. The relationship 
mentioned above is given in the form 


log x = —0-0295 + 0-83 log y +0-18 log z 


with the result that the convenient summary of the result—the 
ratio of a family’s expenditure to its income being a function of 
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the ratio of its income to that of the average community income— 
is completely missed. 

The comments in the last paragraph are not intended to 
detract from the value of the results presented. The reviewer is 
aware of the many difficulties that face an analyst of bulk informa- 
tion as available in family budget data, but he also feels that 
attention to the points mentioned should lead to even more 
fruitful empirical research. 

There are four further papers in the volume. George Garvy 
writes hortatorily on the distribution of incomes. D. Gale 
Johnson explores some confusing data on whether the south is 
really poorer. There is an opening address by Edward D. 
Hollander and a peroration by Kuznets entitled “‘ Directions of 


Further Enquiry.” 
S. J. Prats 
Department of Applied Economics, 


University of Cambridge. 


Contracts and Finance. By W. Asnwortu. History of the 
Second World War: U.K. Civil Series, edited by W. K. 
Hancock; War Production Series, directed by M. M. 
Postan. (London: H.M.S.0O. and Longmans, 1953. Pp. 


x +309. 22s. 6d.) 


THE problem in approaching a book like this is to decide what 
purpose it is intended to serve. Is it to fill a gap in the descrip- 
tion of the administration of the Second World War? Is it to 
revive memories of the problems which were more or less dimly 
glimpsed amidst the day-to-day scurry of financing war production, 
and to recall the expedients adopted to solve them? These 
things are done, and done well, by Mr. Ashworth’s volume. But 
other questions may be asked. Does the book really crystallise, 
for the theorist or the administrator, the lessons of nine years of 
intense activity in the procurement of war supplies? Does it 
throw light on the theory of monopsony or oligopoly? Does it, 
alternatively, elucidate the principles of a planned economy? It 
is not at all clear that, to these questions, the book returns 
equally satisfying answers. But that may well be because these 
were not the purposes which the author set out to serve. His 
own view is that “ the book is concerned primarily with questions 
of policy : What was its content? How did it come to be just 
this and not something else? What were the results of its 
application?” (p. ix). Unfortunately, “ policy” in the field of 
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procurement cannot effectively be discussed in isolation, and 
while great pains are taken to present lucidly the main strands of 
a horridly tangled skein, the critical reader is ultimately baffled 
by the blinkers which Mr. Ashworth has, perhaps unavoidably, 
chosen to wear. 

Contracts and Finance starts with a review of the purposes and 
practices of financial control, as exercised before and (to a diminish- 
ing extent) during the War. The relationships between the 
Treasury and the Supply Departments, and their fundamental 
dependence upon Parliamentary procedures, are clearly brought 
out; as is the progressive relaxation of Parliamentary and 
Treasury control, made necessary by the sheer growth and urgency 
of War spending, possible by the system of Votes of Credit, and 
respectable by 100% E.P.T. 

Within this framework, the book elucidates in particular the 
fact that “there were few major innovations in contractual 
procedure during the war. What did happen was that methods 
which had formerly applied only to a substantial minority of 
cases become customary...” (p. 40). In practice, the methods 
adopted concentrated on trying to limit the ratio of profits to 
capital employed, rather than on trying to force down costs by 
limiting the prices paid. This was probably inevitable, since in 
the overwhelming majority of cases it was impossible to pre- 
determine what an economical price would be. Nevertheless, it 
raises the question whether some alternative policy might have 
been more successful in avoiding a post-war inflation; a question 
which Mr. Ashworth can only pose, and not examine, because his 
subject does not extend to taxation policy as such. 

The stability of contract procedure was in part necessitated by 
the immense scale of procurement operations, but Mr. Ashworth 
rightly calls attention also to official reluctance to change because 
“‘there was no known final solution to the problems involved ” 
(p. 232) and to the strength of Departmental tradition. Were it 
not that the volumes of the “ Official History ’’ debar any mention 
of the officials concerned, he might have found yet another reason 
in the staff problems which beset contracts and finance divisions. 

There was, however, one field at least in which tradition, at 
any rate, had little weight, because the Departments had scarcely 
any experience on which to build. This was the provision of 
fixed capital for war production, upon which, during the War, 
something like £1,000 million was spent. Only one-quarter of 
this went to directly operated Government establishments, and 
another quarter to Government factories operated by commercial 
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firms on an agency basis. The remainder furnished buildings and 
plant to extend contractors’ own capacity. Where the assets so 
provided comprised separable units, it was possible to retain 
Government ownership and to negotiate rental arrangements, 
terminable at the conclusion of hostilities. The extent to which 
Departments were willing to provide assets on such terms is not, 
however, clear. Mr. Ashworth, discussing a case in May 1936, 
reports that “It appears . . . that the original intention was that 
in all capital assistance schemes the full cost would in the first 
place be met by the Government, any contribution by the con- 
tractor being made only in the form of a repayment of the residual 
value, when the assets were no longer required by the Govern- 
ment” (p. 205). He does not examine how far this rule remained 
in force, but this reviewer believes that, in one of the departments 
concerned at any rate, the practice by about 1942 was the opposite 
—the attempt was first made to get the contractor to pay the cost 
himself. It would have been interesting to have seen an analysis 
of the real merits of these alternatives; bearing in mind that 
contractors’ remuneration was related to the capital which they 
themselves provided, and that they escaped Income Tax and 
E.P.T. to the extent of depreciation allowances on such capital, 
the rule of May 1936 may in fact have been a better one. But 
here again the limitations of Mr. Ashworth’s subject step in, and 
the problem remains unsolved. In a different direction these 
same limitations preclude any attempt to examine the equally 
intriguing problem of the extent to which the provision of capital 
assistance effected a modernisation of industry, and equipped it 
for the post-war world. 

Let it be repeated, lest Oliver Twist sound ungrateful as well 
as ungracious, that within its chosen limits the book is excellently 
done, and goes far (much farther than a short review can show) to 
define the problems faced and to explain the solutions adopted. 


; J. K. HorsEFIELD 
Paris. 


Three Studies in Management. By Jerome F. Scort and R. P. 
Lynton. (London: Routledge and Kegan Paul, 1952. 
Pp. x + 220. 18s.) 

The Community Factor in Modern Technology. By JrERrome F. 
Scorr and R. P. Lynton. (Paris: UNESCO, 1952. 
Pp. 169. 6s.) 

Amone the long-term projects included in the research pro- 
gramme of the British Institute of Management is “a series of 
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case studies of the handling of management problems in particular 
industries.”” Three Studies in Management contains the first of 
these case studies to be published in book form. Its authors, 
both members of the British Institute of Management research 
staff, have used a certain amount of the material in this book for 
The Community Factor in Modern Technology which they wrote 
under the auspices of UNESCO. The UNESCO study also 
draws upon case studies specially undertaken for it by other 
research workers in Belgium, France, Italy, Sweden and Switzer- 
land, and upon the results of work carried out in the United States. 

The first part of Three Studies in Management, and the bulk 
of the book, is taken up with the case studies themselves. The 
first of these was made in a Scottish colliery, the second in a small 
branch hosiery factory, newly set up in a northern mining village, 
and the third in a large Midlands hosiery factory, where con- 
siderable changes have taken place since the end of the war. 
The subjects for study were deliberately chosen to throw light on 
management problems in very different situations. The first 
study “is an attempt to analyse some of the normal processes of 
organisational life,’ the second “is focused on a fundamental 
readjustment ” in the way of life of a community, and the third 
on adaptation to “‘ a rapidly changing environment.”’ 

The studies, which have all been approved in their final form 
by the organisations concerned, vary both in length and in interest. 
The last is the shortest and, possibly for that reason, the least 
satisfactory. Probably the study of most general interest is the 
second, which describes in some detail the care taken by the 
parent company to ensure that its new branch would grow up 
as part of the local community. The result was remarkably 
successful, as is illustrated by the account (already much quoted) 
of how, even after the factory had been open for some time “ it 
never ceased to be common usage to be in the factory at least ten 
minutes before and after time, and to start work early and finish 
late.’ Any firm which contemplates setting up a factory in a 
new locality would be well advised to read this account. 
Similarly, all those interested in the problems of the coal industry 
cannot fail to increase their understanding of them by a reading 
of the first case study. This detailed account of the organisation 
and management of a Scottish pit is very well done, and throws 
much light on the problem of absenteeism, the relative advantages, 
from the managerial point of view, of the ‘“‘ room and pillar” 
and “ longwall ” systems of mining, and many other questions. 

The second half of Three Studies in Management is taken up 
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with an attempt by the authors to draw generally applicable 
conclusions from their own case studies and from case studies made 
by other authors. There is also a long and interesting appendix 
on research methods as well as fairly full notes on further reading. 
The authors’ main conclusion, if one can be singled out, is that 
the social structure of organisations and communities must be 
respected if change is to be successfully undertaken. In what they 
have to say on this and other questions Mr. Scott and Mr. Lynton 
display the same balance and restraint that characterise their 
case studies. Some may be inclined to criticise this part of the 
book on the grounds that a number of the authors’ conclusions 
seem so obvious that it was scarcely necessary for detailed case 
studies to be undertaken to support them, but such criticism 
would, I think, be ill-judged. There seems no more reason to 
believe that useful generalisations can be made by the light of 
nature in the field of human studies than in other fields, for 
example economics. 

Economists will be particularly interested in that section of 
the concluding chapters where the authors discuss the optimum 
size of firm from the managerial point of view. Their three 
studies, they conclude, “ bear out previous experience in sug- 
gesting that there is no such thing as an optimum size—or at 
least that, within broad limits, size itself is a minor factor.” 
The only generalisation they are prepared to make in this sphere 
is that the size of the basic working group should normally be 
under twelve. They are not, however, prepared to give any 
figure for the optimum size of an industrial unit. Five hundred 
is sometimes suggested as the maximum number to be employed 
in a largely autonomous unit, but the authors appeal to the case 
of the colliery, where fourteen hundred are employed with very 
few officials, to support their view that the problem of optimum 
size needs to be looked at in relation to the methods of manage- 
ment employed. “If responsibility is diffused throughout the 
organisation and the relationship between officials is strong and 
flexible, the optimum size of an industrial unit may be con- 
siderably greater than if these conditions do not obtain.” 

The authors also have something to say on the subject of 
flexibility in large organisations. Quoting the case of the large 
Midlands hosiery company, they deny that great size is inherently 
inflexible. This company, although one of the largest in the 
trade, was the first to adapt itself to post-war circumstances. 
One cannot, of course, draw from this general conclusions on the 
relationship between size and flexibility. The authors’ view is 
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that “ specialisation and large size are . . . in themselves neither 
flexible nor inflexible, only forms. The thing to concentrate on 
therefore is the process of adaptation, not the form. If the 
process is sound, the result will be sound.” 

The Community Factor in Modern Technology is not as 
successful a book as Three Studies in Management. It draws ona 
larger number of case studies, but does not present them as a 
whole. Extracts from them are given (in small type) in the 
course of the text of the book. The result is very disjointed, 
The conclusions of the book are rather more visionary than, but 
basically similar to, those of Three Studies in Management. 
The latter is, however, a far more satisfying book to read. 
Economists, among others, will find much to interest and enlighten 


them in it. 
AUBREY SILBERSTON 
St. Catharine’s College, 


Cambridge. 


Capital Budgeting. By Jort Dean. (New York: Columbia 
University Press (London: Geoffrey Cumberlege), 1951. 
Pp. x +174. 32s. 6d.) 


‘ 


Proressor DEAN aims to provide “an analytical framework 
that will systematize management’s approach ”’ to the problem of 
planning and controlling capital expenditure. The latter is 
defined to include all commitments which “tie up capital in- 
flexibly for long periods” no matter where they are recorded in 
the accounts. The period for which effective plans are made is 
assumed to be one year ahead, possibly against a background of 
longer-range development “plans,” where projects are usually 
“indefinite as to amount, timing, and ultimate profitability,” 
so that genuine planning of capital expenditure does not arise. 
It is postulated that “‘ opportunities for profitable investment 
exceed the supply of funds that the company is able or willing to 
devote to capital expenditures”. Since management is “ hired 
to take control of stockholders’ funds and to maximize their 
earning power ”’ (no disinherited shareholders for Professor Dean !) 
profitability is the basic criterion for selection between projects. 

A ranking of capital projects put up for approval or rejection 
in order of their rate of return will give the demand schedule for 
capital expenditures as at the date of the budget and will show the 
total amount of money that can be invested to yield more than 
specified rates. A rigid model would require that this demand 
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schedule be confronted by a supply schedule setting out the costs 
of corresponding financial resources to the company, but even in 
the preliminary discussion the supply of funds for investment is 
seen to involve other factors besides costs (for example, dividend 
policy and policy regarding outside finance) and the imprecise 
empirical content of the cost concept is recognized. Such 
considerations blur more than a little the principle that “‘ the 
decision on where to cut off capital expenditures and when to 
supplement internal funds from external sources should be 
governed by current cost of capital,” and the difficulty for stable 
policy imposed by the extreme short-term instability of the latter 
factor is recorded. 

In the final model as applied in the bulk of the book, manage- 
ment is assumed to set up definite standards of rates of return 
from new capital projects and to use these in order to cut down 
capital expenditure. Screening proposals on this basis, it is 
argued, will put “capital rationing on an economically sound 
foundation ” and limit “the degree to which persistence and 
persuasiveness can influence the allocation of funds.”” Two types 
of policy are recognised in this connection : a fluctuating effective 
rate of return varying with current conditions, possibly supple- 
mented by a basic minimum rate required in all conditions; and 
a fixed cut-off rate which is applied continuously. Either policy 
may make use of “‘ exception-rates ’’ which discriminate between 
classes of expenditure and which may vary according to strategy. 
In the main chapters of the book the implications are discussed of 
applying such rate-of-earnings policies to replacement investments 
(where they are most readily applicable), expansion investments, 
product investments and strategic investments. The final 
chapter discusses cyclical investment policies and reaches the 
broad conclusion that it may not pay an individual business to 
try to stabilise its investment independently of its conjuncture, 
despite the social desirability of a more stable total investment. 
There is an appendix on the disposal of assets, the negative side of 
investment theory. 

Professor Dean’s purpose has been to erect principles which 
will guide management thinking; he has succeeded in producing a 
book which managements of large businesses will find stimulating 
and which will help them to look freshly at their own systems for 
the oversight of capital expenditure, and they will be encouraged 
in more persistent investigation of the earnings side of a capital 
project despite the practical difficulties in making reliable esti- 
mates. Professor Dean has applied accepted economic doctrine - 
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in a realistic manner and, within the limits imposed by the size 
of the book, the difficulties of making a strenuous application of his 
principles are squarely recognised; as the author says, qualifica- 
tions of his theory make up a major part of his book. But the 
fact that his clear earnings principle gets a little fuzzy when its 
application to important types of investment is considered will 
lessen the book’s practical value, and managements will naturally 
regret that Professor Dean decided so definitely not to go into 
details of procedures and administrative routines. One par- 
ticular point may be made here, since it affects the whole applica- 
tion of the earnings principle as a single-view guide to capital- 
expenditure control : no matter how closely earnings estimates are 
scrutinised as part of the capital rationing procedure, if they 
cannot be adequately post-checked, subordinate managements 
may simply produce figures as another manifestation of the 
““ persuasiveness ”’ which, as we have seen, Professor Dean is 
concerned to discipline. But this sort of post-mortem check can 
be made only with great difficulty, if at all, except for the large 
standing-on-its-own-feet type of project, and, there, earnings 
estimates are alike most difficult to make and most subordinated 
to overall strategy. It would have been helpful to have had this 
aspect of control scrutinised in detail. 

Professor Dean seems sometimes to adhere too strongly to the 
literal application of his principles. For example, the uncertainty 
of all estimates of earnings beyond the immediate future is 
recognised, also that the fate of any one project may be engulfed 
in the general fortunes of the whole enterprise; at the same time, 
Professor Dean casts stern doubt on the practice of evaluating a 
project in terms of the number of years before it will pay back the 
cash outlay, rather than evaluating the whole earnings-stream ; 
yet, in view of future uncertainties, even the recommended 
principle may require so heavy a discounting of future yields that 
it will not lead to substantially different results from the con- 
demned procedure, and the time-to-pay-off approach may have 
much to recommend it as a practical routine, whilst too rigid an 
adherence to principle may enable technicians to justify un- 
economically long-range investment. 

Economists will read this book with considerable interest; 
the principles advocated are based fairly upon accepted doctrine 
and are broadly modified in a realistic manner. If careful 
account is taken of the practical difficulties and reservations, it 
will be seen that the underlying theory remains no more than the 
broad guide which Professor Dean would claim it to be, and that 
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the sphere for its application is much more limited than abstract 
theorising would suggest. The book has another interest for 
economists, however: Professor Dean is known alike for his 
realistic studies in industrial economics and for his considerable 
experience as an economic consultant to industry. The pro- 
fessional reader will find scattered through the book observations 
on practical procedures and actual business behaviour which 
add considerably to its value. (I have marked pages 9, 10, 11, 
12, 37, 39, 42, 46, 53, 54, 59, 65, 72, 79, 85, 86, 87, 96, 116, 132, 
134, 136, 137, 144, 146.) 

These very examples, however, must make the academic 
economist sigh for another book which Professor Dean might well 
have written under the same title—a detailed study of what 
companies actually do, how they actually control capital ex- 
penditure, and the criteria which they actually adopt. Economics 
differs from the stricter sciences just because it has proceeded so 
far on the basis of prescription of broad principles rather than the 
description of observed detail. The lack of sufficient studies of 
the latter kind in fact prevents us from investigating fairly how 
far business life, despite or because of its empirical process of trial 
and error, may have evolved its own rationale. Even if such 
studies merely led to re-affirmation of theoretical doctrine, the 
latter might well be enriched by its practical application, and 
some of its entities might be themselves transformed to facilitate 
such application. There is, however, the possibility that economic 
theory itself might be significantly altered. The possible im- 
portance of this kind of business study seems to justify this 
departure from best reviewing practice in suggesting a book which 
the author could have written, as well as commending the book 


which he has written. 
P. W. S. ANDREWS 
Nuffield College, 
Oxford. 


L’Autofinancement des Sociétés en France et aux Etats-Unis. 
By M. Mauissen. (Paris: Dalloz, 1953. Pp. ix + 246.) 
In the introduction to this work the author expounds the main 
difficulties which arise in the definition and measurement of the 
“ self-financing ’” of companies out of their own undistributed 
profits. In Part One there follows a statistical study, largely the 
author’s original work, of self-financing by companies in France 
in the period 1921-49. Part Two comprises a similar study, based 
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this time on the work of others (particularly the U.S. Depart- 
ment of Commerce, the T.N.E.C. and the N.B.E.R.) relating to self 
financing in the United States in the period 1909-50. Finally, in 
Part Three the author gives his own interpretation of the reasons 
for, and consequences of, self-financing. 

Most of the points considered in theintroduction will be familiar 
to anyone who has had to answer for statistical purposes the 
question, “ What are profits?’ Where, for instance, does 
maintenance end and replacement begin? What is the best way 
of dealing with inter-company payments of interest and dividends? 
Should profits be calculated net of tax debts? How should 
depreciation be assessed at times of rising prices? Should goods 
used from stock be valued at their historical cost or their replace- 
ment cost ? 

These last two questions are, of course, vitally important in 
the case of France in the period of rapidly rising prices which began 
in 1939. M. Malissen himself is wholeheartedly in favour of 
accounting in “ real’ rather than in “ nominal ” or “ financial” 
terms, but unhappily the only sources of data available to him— 
the published balance-sheets of companies and statistics prepared 
by the taxation authorities—follow neither a purely “ real” nora 
purely “financial” basis of accounting, but strike out on their 
own in almost chaotic individualism. French company balance 
sheets are indeed in almost all respects highly individualistic 
(more so, it would seem, than British ones compiled under the 
1948 Companies Act) and M. Malissen never loses an opportunity 
to stress the advantages of standardised accounting. 

The fiscal statistics used by M. Malissen relate to total taxable 
profits, and to the yield of the tax on income distributed on share 
capital. Unfortunately the coverage of the statistics is not quite 
the same in the two cases, but otherwise the main difficulty is in 
deciding what meaning to attach to taxable profits compiled on 
neither a “ real” nor a “ financial’ basis, but on a complicated 
and rather unstable compromise between the two. For though 
French tax legislation has from time to time redefined taxable 
profits with the object of excluding stock appreciation and of 
allowing depreciation on a replacement-cost basis, the change- 
over has been piecemeal and hesitant, and is indeed still far from 
complete. 

A rising price level not only complicates the problem of 
arriving at a figure for profits in any particular year, but also leads 
to difficulties when comparing one year’s profits with another's. 
M. Malissen tackles these difficulties in respect of France in the 
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post-1938 period by deflating annual profits with an index of the 
prices of semi-finished goods. The choice of this particular index 
is defended in a footnote on page 68, but the defence is far from 
convincing, and one cannot help wondering how seriously M. 
Malissen’s conclusions would be affected by substituting any of the 
alternative indices which he rather summarily dismisses. 

The main general conclusion which emerges from M. Malissen’s 
survey of both French and United States companies is the 
extent to which they stabilise their dividends. The United 
States data suggest a marginal propensity to distribute profits 
of not more than 20% (see pp. 169 and 173), and the French 
fiscal data for the 1940s suggest (though less unambiguously) an 
equally low marginal rate of distribution (p. 90). 

Admittedly the French balance-sheet data tell a completely 
different story (p. 70), but M. Malissen is able to discredit it by 
explaining that company officers usually contrive to put before 
theirshareholders a profit figure low enough to preclude demands for 
arate of distribution excessive in relation to the supposed interests 
of the company (p. 205). 

It is indeed the tendency of company officers to be loyal to their 
company, as distinct from its shareholders, which provides the 
basis of most of M. Malissen’s analysis of the reasons for self- 
financing. His contention is that the retention of profit is semi- 
automatic : in effect (he argues) so long as business is sufficiently 
expansive ‘‘le profit s’investit nécessairement’”’ and becomes un- 
distributable simply by virtue of becoming illiquid (p. 217). This 
contention is, however, surely pressed too far: dividends are not 
just the cash that happens to be in the kitty at the time of the 
annual shareholders’ meeting. 

Subsidiary reasons, relevant to France in the last decade, for 
withholding profits from shareholders are compulsory dividend 
limitation (p. 201) and the fact—of great importance when prices 
are rising rapidly—that each year’s dividends are paid out of 
the money value of profits in the preceding year. 

The author seems to take a rather narrow view as to the 
cause of the high profits which facilitate lavish self-financing. 
These result from ‘‘ the difference between selling price and cost 
price,” and are thus “ especially tied to real wage rates ” (p. 219). 
This view seems to attribute high real profits solely to the imposi- 
tion, by manufacturers and traders, of high percentage profit 
margins, and does not give due weight either to the high level of 
output on which the margins are earned or to the spreading of 
overheads which a high level of output facilitates. 





888 THE ECONOMIC JOURNAL [DEO, 


English readers will find this book a helpful guide to the 
borderlands between business and social accounting, a useful 
source of information about French business, accounting and 
fiscal practices, and (I hope) a stimulus to further research into 
company finance in the United Kingdom. 


Brian TEw 
Nottingham University. 


British Overseas Trade from 1700 to the 1930's. By Werner 
ScHLoTeE, translated by W. O. HENDERSON and W. H. 
CHALONER. (Oxford: Basil Blackwell, 1952. Pp. xvi+ 
181. 22s. 6d.) 

Tue German edition of Dr. Schlote’s book appeared in 1938, 
and the pioneering calculations which it contained have in 
the meanwhile been a good deal used. Certain of Dr. Schlote’s 
series have since been superseded, but an English version is none 
the less much to be welcomed. The translation by Dr. Henderson 
and Dr. Chaloner is readable and clear—in some respects clearer 
than the original. The proof-reading, however, leaves a little to 
be desired. 

Dr. Schlote’s chief contributions to the statistics were 
indices of the volume of imports, exports and re-exports for the 
whole period; estimates of the value of imports and re-exports 
at current prices for the years 1801-53; and subdivision both 
of his own indices of volume and of the declared values (values at 
current prices), for the years for which they exist, according to the 
principles of the Brussels register. 

There is now in existence a rather confusing variety of series 
relating to aggregate values and volumes of British foreign trade 
before 1914, and it may be useful to describe briefly what they are. 
The three chief sources are, first, the Board of Trade series in the 
Parliamentary Papers, second, Dr. Schlote’s estimates, and, third, 
the estimates of Professor Imlah, published in two articles in the 
Journal of Economic History in 1948 and 1950. 

The series relating to volume in the Parliamentary Papers 
fall into two groups. The so-called Official values of imports, 
exports and re-exports are values calculated (with certain ex- 
ceptions and anomalies) at constant prices, that is at the prices 
prevailing in 1694. The Official value series run from 1697 till 
1869. The prices used are not the same for imports and for re- 
exports, so the two series cannot be directly compared to give net 
imports. Calculation of the Official values was discontinued 
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after 1869, and the Parliamentary Papers do not contain indices 
of aggregate volume for the 1870s. From 1880 onwards (1900 in 
the case of re-exports), Board of Trade indices are available of 
values at 1900 prices. Figures for value of exports at current 
prices (declared value) run from 1798; values of imports and re- 
exports at computed current prices were given from 1854-69, after 
which declared value figures, analogous to those for exports, for 
the first time become available. 

Dr. Schlote’s indices of the volume of imports and exports are 
calculated on a system of shifting bases. The period is divided 
into phases (six for imports, seven for exports), and the physical 
quantities of individual commodities imported or exported are 
combined into an index by weights appropriate to the particular 
phase. The phases overlap, and a continuous series is obtained 
by splicing, with 1902-20 (the weights here being the prices of 
1913) as the base phase. Dr. Schlote’s tables include many 
series relating to the volume of individual commodities calculated 
by his method. To save labour the system of shifting bases 
was not applied to re-exports, which are computed throughout 
at 1913 prices. For years prior to 1814, data on individual 
commodities are inadequate for Dr. Schlote’s method, and he uses 
simply the Official values reduced to a base which makes them 
continuous with the rest of his series. The author’s estimates 
for the value of imports and re-exports at current prices for 1801- 
53 are obtained by the rough-and-ready method of multiplying 
his indices of volume by Jevons’ price-index, expressed as a relative 
of its value in 1913. 

Professor Imlah’s volume figures are computed at prices of 
1880. They relate to exports and net imports, and run from 1798 
to 1913. His separate series for imports and re-exports, from 
which the net import series derives, have not been published, nor 
have his calculations for individual commodities (except cotton 
and wool and cotton and woollen textiles). His estimates for the 
values of imports and re-exports for 1798-1853 are much more 
elaborately worked than Dr. Schlote’s, being obtained by multi- 
plying the Official values of the individual commodities entering 
into trade by their respective prices as given in contemporary 
price-currents. 

Different indices of the terms of trade can, naturally, be 
derived from the various measures of value and volume. Dr. 
Schlote’s terms of trade series is peculiar inasmuch as he has 
chosen to take as the numerator the price of exported manu- 


factures and as his denominator (after 1854) the price of imported 
No. 252.—vou. LXxIml. 3N 
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raw materials. The result is therefore not an index of the terms 
of trade in the strictest sense, and its behaviour naturally shows 
some differences from, for example, Professor Imlah’s index of 
the net barter terms of trade. 

In view of the wide differences in their methods of construction, 
the various indices that have been mentioned on the whole behave 
surprisingly similarly, and it may be suggested that future research 
will more profitably be directed to studying the behaviour of 
individual commodities and other subdivisions than to further 
refinement of the aggregate measures. The discussion contained 
in the second part of Dr. Schlote’s book is therefore to be welcomed 
as proceeding on the right lines. In analysing some of the trends 
revealed by the series he has calculated, the author gives par- 
ticular attention to the commodity composition of trade and its 
geographical distribution. He does not seek to establish any 
particular thesis, but much that is interesting emerges. Especially 
noteworthy are his estimates of the changing importance of 
foreign trade relatively to total production and to the national 
income. The figures he uses for the national income, derived 
from unpublished work by Dr. E. Quitner-Bertolasi, are, however, 
to be received with caution, since they differ materially, for the 
years after 1870, from those of Dr. Prest (Economic JouRNAL, 
March 1948), and they are, on the face of it, unduly high for the 
earlier part of the nineteenth century. 

R. C. O. MaTtHEWS 
St. John’s College, 
Cambridge. 


British Planning and Nationalisation. By B. W. Lewis. (New 
York : Twentieth Century Fund (London: Allen & Unwin), 
1952. Pp. xi +313. 24s.) 


Durine the era of planning and nationalisation, English 
economists were too busy inside the planning and nationalisation 
mechanism or else outside, building (and demolishing) theoretical 
** models,” to be able to write more than occasional articles on 
the process they were experiencing. Full-grown books from 
foreigners are therefore welcome, particularly from understanding 
contemporary economists, such as Professor Ben Lewis, with pre- 
vious experience of the English set-up. This particular book 
is full-grown in its amplitude, covering (in Chapters 3-6) 
nationalisation of coal, transport, electric power and iron and 
steel; (in Chapters 7 and 8) the distribution of industry, and (in 
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Chapters 9-11) town and country planning, the National Health 
Service, housing and agricultural policy. It is full grown in its 
roots, too, linking contemporary development to previous history. 
Professor Lewis provides important reading both for Americans 
and Britons. For Americans knowledge of the previous history 
of the nationalised industries or the National Health Service is 
particularly important. The Health Service, Professor Lewis 
explains (p. 187) :— 
“is not a socialistic aberration. It has grown from the 
national health insurance program instituted in 1911; its 
roots in Britain are deep. At the same time, its socialistic 
quality—found in the undertaking to provide medical, 
dental, nursing and hospital services to all persons almost 
irrespective of status and ability to pay—is more apparent 
than in any other single project in Labor’s program. The 
national health service is at once indigenous and radical.” 
Americans, too, are not allowed to forget that the quasi- 
coercive planning of industry in Development Areas has “ paid 
off” (pp. 181-2) in lowering the differential unemployment of 
men and unoccupation of women, and in avoiding the need for 
additional housing of emigrants. But on the whole the non- 
coercive “‘ democratic’ character of British economic plans is 
stressed, if also (p. 40) their lack of imagination and timidity—a 
stress that is quitenecessary for correcting American misconceptions. 
To the English reader this book is important in its view (sub- 
stantiated in Professor Lewis’s previous Price and Production 
Control) that what with cartelisation as well as nationalisation 
(p. 47) ‘‘ free private individual enterprise is vestigial in major 
sections of the British economy.” It is also important (pp. 36-8) 
in voicing much native opinion and in giving a provocative long- 
distance view of salient points. Here, for instance, is the comment 
on the Economic Survey : 


“One of the disconcerting features of an attempt to 
understand the exact character and function of the Survey is 
the reader’s discovery that he is coming to use quite inter- 
changeably such terms as ‘ estimate,’ ‘ prediction,’ ‘ fore- 
cast,’ ‘ guess,’ ‘ target,’ ‘need,’ ‘ programme,’ etc. Hopes, 
expectations and admonitions are presented in confusing 
juxtaposition, and . . . it is difficult for the reader to orient 
and reorient himself as he moves from section to section—or 
even from sentence to sentence.” 


The author has made good use of Hansard and other printed 
sources to describe current opinion on the measures brought for- 
ward, and he has picked out intriguing aspects of the measures 
themselves and the practices and policies they involve, for 
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instance (p. 205), the dentists time-studying of themselves, and 
the controversy (pp. 111-20) over investment in power equipment 
by the British Electricity Authority. Professor Lewis takes the 
nationalisation of the Bank of England, of aviation, of cables and 
wireless and of gas as non-controversial, and thus clears the decks 
for the real issues to which (p. 133) “events . .. have given 
substance,”’ and which “ experience has brought to life.”” Among 
those outstanding real issues the author puts the position of labour 
in a nationalised industry ; the relation of the policy of the govern- 
ment of the day to the direction of the public concerns; price and 
service policies generally; and political-science problems of 
organisation and control—questions such as: “Should board 
members be representative of interest groups? Functional 
boards versus policy boards? The most effective combination of 
line and staff.” 

If any criticism is to be passed, Professor Lewis cries down 
perhaps too much the ideological and personal influences on the 
policies and plans of the 1945-50 government. His index has no 
reference to such British founding fathers as the Webbs, Bernard 
Shaw (of the Commonsense of Municipal Trading) or even Herbert 
Morrison. Nor does the author sufficiently consider the type of 
person who has been appointed to the Boards of the Public Cor- 
porations—appointments on which policy and efficiency so much 
depend. Possibly, too, more reference should have been made to 
nationalised broadcasting and nationalised all-in insurance. 

The author, however, clearly substantiates the claim in the 
Foreword by Dr. Evans Clark, Director of the Twentieth Century 
Fund, which financed his research. Certainly, this “ brief 
summary of recent British economic history will help Americans 
to comprehend what has happened there and its implications.” 
British readers, too, will be helped, and should be grateful to the 
Fund and to Professor Ben Lewis. 

P. SaRGANT FLORENCE 
University Birmingham. 


The Transportation Industries, 1889-1946. A study of output, 
employment and productivity. By H. Barger. (New York: 
National Bureau of Economic Research, 1951. Pp. xvi + 284. 
$4.) 

Tuts study is one of the well-known series describing the growth 
of production and productivity in American industry during the 
first half of the twentieth century. Largely owing to the lack 





1953] BARGER : THE TRANSPORTATION INDUSTRIES 893 


of suitable data, the scope of the book is a little narrower than the 
title suggests. The detailed analysis is restricted to those indus- 
tries that sell transport services to others, thus excluding, for 
example, the transport services of vehicles owned by manufac- 
turing concerns and the services of private motor cars. 

The book proceeds in ascending order of statistical complexity. 
In Part I, after a survey of the relative size of the industries and 
passenger and freight trafficin 1939, the author describesthe growth 
and decline of traffic and the trends in employment and produc- 
tivity since 1889. Although combined passenger and freight 
traffic grew five times between 1889 and 1939, it appears that the 
rate of growth slackened considerably after 1920. Owing to the 
rise in private-car travel and private-lorry traffic, the percentage 
of the total labour force employed in the transportation industries 
as here defined has fallen; but the author estimates that produc- 
tivity has increased at the rate of about 2-2% annually, which, 
compared with Fabricant’s estimate of 1-8°% for manufacturing 
industry, seems suspiciously high. 

In Part II the author describes the experience of certain trans- 
port industries, selected mainly because of the relative complete- 
ness of data, for more detailed examination. Of particular 
interest to the transport economist are the calculations of changes 
in the length of journey or haul and the character of the traffic. 

Approximately two-fifths of the book consists of appendices, 
mainly concerned with the presentation of the basic series. The 
first of them—‘‘ The Output of Public Utilities ’—is a strange 
exception. The problem at issue is what weights shall be used 
in calculating the output index of an industry which fixes its 
actual charges on a basis of discriminating monopoly. Starting 
from an analysis of discriminating monopoly and joint supply, 
Professor Barger attempts to justify theoretically the use of 
actual charges as weighting factors in the indices of output. He 
argues that in the ordinary case of a competitive industry the use 
of prices as weights implies that the index simultaneously measures 
the change in terms both of marginal utilities and of marginal 
costs. In the case of discriminating monopoly it is only ex- 
ceptionally that prices will measure relative marginal costs as 
well as relative marginal utilities. In the case of joint products 
produced in invariable proportions, if prices are such as to 
“clear the market ” and to give a normal return, there would be 
a set of prices that would reflect marginal utilities; but with 
the assumption of constant proportions, no concept of cost 
can be applied to any particular commodity, and no conflict 
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of principle in the construction of an index number can arise 
(pp. 177-8). But when proportions can vary there is bound 
to be a problem. Professor Barger suggests that it be solved 
by substituting for ‘“‘ clearing the market,” the more suitable 
condition that “ the enterprise shall work as close to full capacity 
as is compatible with a normal return on its activities as a whole ” 
(p. 178). But this does not solve the weighting problem in both 
its aspects, for the weights that Professor Barger recommends 
depend on relative elasticities for demand and not on relative 
marginal or direct costs, and thus satisfy one, but not both, of his 
requirements. The reader will search in vain for a definition of 
the vague concept of “ full capacity ” and for the method of con- 
trolling rates so that normal returns are achieved. Although he 
discusses in considerable detail technical improvements and 
innovations which have been introduced over the past sixty years, 
he hardly mentions explicitly the importance of rate structures 
in inducing traffic to use the agency least costly in terms of 
resources used. 

The basic unit for measuring the output of these industries is 
the ton-mile or the passenger-mile. In addition to the unweighted 
indices the author produces indices weighted (where possible) by 
average revenues, thus allowing to some extent for the length of 
haul. In calculating productivity indices Professor Barger 
rightly avoids the job of estimating direct labour input and 
divides the output index by a total employment index. In this 
procedure, however, one must be prepared for inherent idiosyn- 
crasies such as, for example, the inclusion of track-maintenance 
labour in railway employment and the exclusion of road-main- 
tenance workers from the labour force employed by motor 
trucking. 

One can but admire the patience, skill and ingenuity of the 
author in appraising and analysing the vast quantity of data which 
he unearthed. In these circumstances criticism on points of 
detail might appear frivolous. But on page 95 in Chapter 4— 
“Steam Railroads ’—Professor Barger surely gets himself de- 
railed at an important stage of the argument. He remarks that 
the employment figures for 1900 include some labour engaged in 
new construction ‘‘ which, of course, nowhere appear(s) in our 
measure of output,’ and that the employment figures for the 
thirties and forties are probably biased downwards owing to 
under-maintenance. From this he concludes that “. . . the 
indicated increase seems a minimum estimate for the change in 
output per worker over four decades.” Clearly the upward bias 
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in the denominator in the early years and the downward bias in 
the later years means that the figure derived is a maximum 
estimate. It is impossible to measure the effect of this factor in 
exaggerating the increase in productivity in railways, airways and 
oil pipelines, but one suspects that it is not negligible (see Table 
25). 

Those whose fields of specialisation do not include transport 
economics will find only Part I of interest, but for the student of 
transport this study will be an essential handbook. 

A. A. WALTERS 

University of Birmingham. 


Introduction to Economics for Agriculture. By Joun D. Buack. 
(New York: Macmillan and Co., 1953. Pp. 727. $6.00.) 


Accorpiné to the Preface, “this book gives all the general 
principles (of economics), and all the background in the general 
economy, that the usual agricultural college student needs, and 
does it with much better integration than is likely with separate 
courses.” It is also intended for use by classes of women students 
in colleges of agriculture and home economics, since it gives much 
space to the economics of consumption and of household pro- 


duction. 

Professor Black devotes 100 pages to “‘ orientation”; he con- 
tinues with the general theory of production—what to produce, 
how to produce it, the aggregate supply of farm products; in the 
next 100 pages he discusses the economics of consumption— 
elasticity of demand, population changes and the ]*ke; a section 
on marketing includes the theory of price fixing as well as a de- 
scription of price trends and of the physical processes of distri- 
bution; five short sections cover all the student needs to know on 
money, banking and credit; income and its distribution; land 
economics, which includes land use and tenure; international 
economics; and public economics, a mixture of public finance and 
the theory of government intervention in the price-fixing process. 

Professor Black follows the model of most American text-books 
in mixing a little theory with a lot of description of the current 
economy, which makes his work of less value on this side of the 
Atlantic. Unfortunately, he also follows the common custom of 
incorrect grammar (pp. 84, 365) and of tying his sentences into 
knots (p. 245, “ the nearest possible to an equivalent for livestock 
of the foregoing for crops is what is presented in Chart 26”; p. 440, 
“The sharp increase in the percentage of the sales decrease back 
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through the stages of manufacture is what would be expected ”), 
And even in a discussion of Asiatic population problems, he might 
have spared us the “ average mother” of whose six or seven 
children ‘all but around about three . . . die before they reach 
adulthood ” (p. 362). I also find it curious that a book of this 
size should devote three pages to the theory of the rate of interest 
and to a discussion of types of household production (I. Regular : 
(i) Preparation of meals; (ii) Dishwashing, etc.). Three pages also 
supply all the knowledge which agricultural students require on 
the history of land tenure or the balance of payments. The 
condensation of history in particular leads Professor Black to 
statements which range from the quaint (p. 53, “as early as 
1450, the manor lords of England began to rent some of their own 
lands ”’), through the misleading (p. 123, “ in England the landlord 
does practically nothing except to receive his rent ’’), to the down- 
right mistake (pp. 225, 363). 

The desire to protect students from the strain of reading more 
than one text-book and from “ the intolerable effort of conscious 
thought ” is very apparent; such protection is probably useful in 
a one-year course in economics for those whose main interests lie 
elsewhere. But I feel that this book lacks a reasonable proportion 
between its parts, and fails also to convey the complexity of many 
problems over which Professor Black so skilfully skates. Super- 
ficiality is all that can be expected in one year, but surely the one- 
year student should be warned that his knowledge is superficial 
and that further concentrated thought of a high order is required 
for a proper understanding of a modern industrialised society? I 
fear that these students of agriculture and of home economics may 
conclude that a right interpretation of Professor Black’s involved 
sentences will enable them to dogmatise on all the economic 
problems of the day, and that they will therefore not be encouraged 
to continue their education in this field. 


Epira H. WHETHAM 
School of Agriculture, 


Cambridge. 


The Economics of New England. By Srymour E. Harris. 
(Cambridge, Mass.: Harvard University Press (London: 
Geoffrey Cumberlege), 1952. Pp. xvii + 317. 31s. 6d.) 

WHEN trade is free and factors immobile, nations with high 
wages benefit from the lower wages in other countries. But 
when factors become mobile, as in a federation, the high-cost 
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region is in danger lest employment and capital migrate to the 
low-cost regions. Professor Harris’s comprehensive report on 
New England’s economic prospects makes good use of a large 
official and academic literature surveying regional differences in 
natural resources, power, transport, wages, skills and taxation. 

He finds that wage differences influence industrial location 
much more than do taxes. But in a federation, one may suggest, 
local tax levels often reflect local wages; the higher the latter, 
the more local governments can indulge in collective amenities. 
Professor Harris implicitly recognises this relationship by urging 
improved social security standards (greater social-service taxa- 
tion) in the rival southern states. He also shows the power of 
the central government to offset the price-mechanism’s cost- 
minimising location tendencies when he advocates increased 
federal expenditure in New England. 

Professor Harris believes that the solution to New England’s 
decline may be found in a more dynamic management and a re- 
equipping of existing firms. But how dynamic managers and 
investors are to be persuaded to ignore the lure of low southern 
wages and taxes and warm southern winters he does not reveal. 
Perhaps New England must decline until rival regions have run 
through their under-employed labour, and have raised their social 
security outlays to the level of the older region. 


A. D. Scort 


London School of Economics 


Problems of Capital Formation in Underdeveloped Countries. By 
RaenaR Nourkse. (Oxford: Basil Blackwell, 1953. Pp. 
163. 15s.) 


Tuts book, consisting largely of lectures given by Professor 
Nurkse in Rio de Janeiro and in Cairo, “is an attempt, on a 
small scale, to make use of economic theory as well as specific 
observation, with a view to elucidating some of the basic conditions 
of progress in the poorer two-thirds of the world” the author tells 
us. It is not “in any sense a piece of research.” It does not 
attempt to deal with all aspects of capital formation in under- 
developed countries. Technological development is not analysed, 
and although finance receives some consideration in the latter part 
of the book, the emphasis throughout is on the real, or non- 
monetary, problems of capital accumulation in underdeveloped 
areas, 
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To the reviewer, this is a happy choice of emphasis. The 
basic problem of such areas is surely the low amount of real 
capital per head, leading to low output (and income) per head, and 
consequently to the inability to spare a margin out of income for 
increasing the capital stock. Starting from this basic position, 
Professor Nurkse throws out various stimulating ideas. There is, 
for instance, the idea that the mere existence of wide divergences 
between the standard of living in different countries may cause 
chronic “ disequilibrium ”’ in the balance of payments. This idea 
is developed in Chapter III, where the writer cites J. S. Duesen- 
berry’s idea that individual consumption functions are inter- 
related, not independent. Is it not probable, Professor Nurkse 
asks, that national consumption functions are similarly influenced 
by high consumption in foreign countries, in a world where inter- 
communication between nations is becoming ever closer ? 

Professor Nurkse distinguishes two types of underdeveloped 
countries : densely populated and sparsely populated countries. 
In the former he sees a possibility of increasing capital accumula- 
tion by turning rural manpower which at present constitutes 
“ disguised unemployment ”’, in the sense that it adds nothing to 
agricultural output, to productive use. In such a case a margin 
for capital accumulation is really already there: the difficulty 
arises in realising this margin when the workers are transferred 
from agriculture to, say, road building or irrigation works. The 
Government must somehow prevent the remaining agricultural 
population, who have been sustaining the extra numbers so long as 
they remained in agriculture, from increasing their consumption 
standards when the workers are transferred out of agriculture. 

The second case is that of sparsely populated areas. Here 
there is no margin from disguised unemployment. However, in 
this case ‘‘ the conditions for an advance in farming techniques 
are favourable at least in as much as land, by definition, is rela. 
tively plentiful in these countries ” so that the author relies upon 
a spontaneous increase in productivity in agriculture to furnish 
the margin for capital accumulation. 

From these considerations Professor Nurkse arrives at the 
conclusion that the relationship between consumption and 
investment stands midway between that envisaged by Keynes 
and that envisaged by the classical economists. ‘‘ In the case 
now before us, the situation differs from the Keynesian model in 
that it is impossible to expand both consumption and investment. 
On the other hand, it is possible to increase capital formation 
without having to cut down the level of consumption ” (p. 38). 
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With a subject as complex as that about which Professor 
Nurkse is writing, it would be surprising if one found oneself in 
agreement with everything that he says. Perhaps my most 
general criticism would be that I think a sharper distinction 
between ‘“‘ underdeveloped” countries and “ undevelopable ”’ 
countries is needed. This distinction is partially contained in the 
author’s dichotomy between densely populated and sparsely 
populated countries. However, I do not think it is wholly 
contained therzin. There is a fundamental difference between the 
position of Greece, with its teeming population and meagre 
resources (whether developed or underdeveloped) and the position 
of Brazil and Canada, with enormous underdeveloped resources. 
I think one should recognise that there are countries which are 
simply poor. I would also question whether it is a foregone con- 
clusion (as is suggested in Chapter VI) that United States capital 
could earn more if invested in, say, India than it can earn in the 
United States. Once we recognise that production depends 
not only on labour and “ capital,’ but on the whole set of 
factors of production, it is quite possible that it may be simul- 
taneously true that a given piece of American capital equipment 
(a tractor) could release (save) a larger quantity of labour in 
India than it does in the United States, but would nevertheless 
produce less wheat in India than in the United States. On a 
minor point of exposition, I think that the argument in Chapter I 
about the lack of inducement to invest in countries peopled with 
poor consumers might have come out still more clearly if the 
writer had made less use of the term “ size of the market ’*—as 
he himself shows, the relevant meaning to give that phrase in the 
context is simply “‘ productivity of the population.” 

Professor Nurkse would perhaps himself agree to some extent 
with the reviewer’s opinion that economic theory does not really 
contain a theory of capital growth, or indeed of economic growth 
generally. We have theories of fluctuation (stability or insta- 
bility), but hardly a theory of long-term development. Quite 
possibly such a thing is not to be sought within the field of econo- 
mics. Be this as it may, the little book under review does not 
present us with a full-blown theory of capital formation. Rather, 
it gives us many stimulating ideas, based in good part on empirical 
rather than theoretical considerations, about the way capital has 
grown and the way it might grow in poor countries. All this is 
presented in very simple form suitable for a wide public. 

HELEN MakowER 


London School of Economics. 
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The Pattern of a Dependent Economy. A Study of the National 
Income of British Honduras. By N. 8. Carey Jongg, 
(London: Cambridge University Press, 1953. Pp. xv + 
162. 21s.) 

Tuis is a readable book; and an encouraging one, too, since 
it comes from a Civil Servant who has been sufficiently inspired 
by Miss Phyllis Deane’s study of Northern Rhodesia to apply her 
methods, mutatis mutandis, to another colonial territory. 

In accounting for a detailed list of economic activities for the 
year 1946, Mr. Carey Jones sets himself two aims. The one is 
to show that a national income study, accurate enough to provide 
a factual basis for colonial “ planning ” of capital works, a yard- 
stick for gauging material welfare, though not social welfare, and 
a broomstick for ridding Legislative Councils and Chambers of 
Commerce of economic myths, can be made by a government 
auditor virtually in his spare time. For anyone as interested in 
his subject as the writer, and for a territory the size of Wales with 
fewer than sixty thousand people of thoroughly mixed stock, this 
is not attempting too much. His other purpose, which is simply 
“to indicate some of the problems peculiar to a dependent 
economy,” enables him to distil from experiences of African 
colonies as well as from three years spent in British Honduras a 
number of sensible comments upon post-war economic policies. 

If the problems discussed, declining forestry for example, 
are sometimes peculiar to British Honduras only, there are 
passages about the role of foreign enterprise and about the balance 
between agriculture, transport and local industry which those 
advocating the new industrial revolution in “‘ underdeveloped ” 
lands would do well to ponder. 

The author’s own modesty, which is everywhere apparent, 
helps to precipitate the conclusion that the book falls a little short 
of achieving its main object. This is due largely to the aboriginal 
character of colonial economic statistics in 1946, which renders the 
application of national accounting techniques very difficult in 
practice; but partly also to the fact that opportunities for check- 
ing some of the estimates are missed and to the choice of definition. 
The estimates described in the central chapter on output derive 
from a miscellany of sources, but the majority of them appear to 
rest upon the occupational classification of a census, taken in 
1946—which the author disarmingly admits is inappropriate to 
the seasonal nature of employment in the colony’s principal 
activities, forestry, commerce and farming (p. 39). It is notable, 
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however, that the output of agriculture is carefully calculated by 
valuing physical quantities of each crop or product at specially 
collected market prices. Data for compiling any detailed figures 
of personal expenditure seem to have been lacking. Two-thirds 
of the colony’s food is normally imported, and the account 
would have been strengthened had an independent estimate been 
made of the consumption of all imported goods valued at final 
retail prices. 

In the circumstances it is perhaps inevitable that no com- 
parison could be drawn between geographical product and income 
accruing to normally resident factors—the latter being the 
concept adopted—but even a crude appraisal of the profits being 
earned by foreign-owned companies would have brought out more 
strikingly the ‘‘ pattern ’’ of dependence. 

Despite these inadequacies, and it must be emphasised that 
they are inadequacies of materials rather than of method, the 
colourful descriptions of forest exploitation, sugar production and 
citrus growing; the observations on the Evans Commission’s 
proposal for settling West Indians in British Honduras; and 
many penetrating, if not profound, obiter dicta on “ colonial 
development and welfare,” the importance of possessing minerals, 
and the need for hard research; all these ingredients combine to 
give what should prove to be a refreshing stimulus to student and 
administrator alike. 

The book concludes with short appendices, on the devaluation 
of the local dollar and on the information needed for presenting 
annual estimates of the national income, and with several tables 
illustrative of the colony’s production and foreign trade. 

Tan G. STEWART 
Department of Applied Economics, 
University of Cambridge. 


The Economic Development of Iraq. Report of a mission organised 
by the INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT at the request of the government of Iraq. 
(Baltimore: Johns Hopkins Press (London: Geoffrey 
Cumberlege), 1952. Pp. 463. 40s.) 


“TraQ,” as the writers of this report boldly state at the 
beginning, “‘ possesses impressive potentialities for economic 
development.” In geographical setting it has something in 
common with Egypt, with a great strip of irrigable land, farmed 





902 THE ECONOMIC JOURNAL [ DEC, 


from antiquity, as its nuclear area, and with its desert rim. It 
is the converse of Turkey and Persia with their highland arid 
cores, and their fragmented but more habitable peripheral low- 
lands. In many respects the material prospects for Iraq are 
brighter than those for Egypt. There is the great resource of the 
oil-fields, the existence of the habitable steppe area to the north, 
running west into Syria, and the possibilities of the Kurd High- 
lands, a part of Iraq as yet so little known and assessed. Further, 
Iraq has escaped the two great problems of Egyptian develop- 
ment. There are areas of potential settlement in Iraq for which 
Egyptian authorities might well sigh : it is easy to forecast, if the 
devil of nationalism can be controlled, a bigger population at a 
higher standard of living. Secondly, important as Iraq may be to 
the free world in position and resource, there is no strategic key 
point of the value and conspicuousness of the Suez Canal to sour 
Iraqi relations with the great powers of the Old World and the 
New. 

The report, prepared at the request of the Iraqi Government 
for the International Bank for Reconstruction and Development, 
rightly emphasises one set of economic circumstances, which 
is, in a sense, unique, the sound administration of the huge 
revenue, existent and anticipated, from the profits of the oil- 
fields. It is possible to envisage in Arabia and Persia a like stage 
in economic history because of their oil resources, but even so 
the situation in Iraq has no parallel because of its endowments of a 
good nuclear area, a compact population, variety of resource and 
reasonably easy conditions for communication growth. There 
are so many assets if the “ best laid schemes ”’ are not frustrated 
by the frame of mind of the Near and Middle Eastern peoples. 

The importance of the oil-fields is so great that the reader 
might ask for a more thorough discussion in the report of their 
natural phenomena, perhaps in the section on ‘“‘ Basic Factors and 
Conditions.” The summarised description of output on pp. 
149-51 is hardly adequate. A short comment on the lie of the 
Near and Middle Eastern oil-fields in general, and of the Iraqi 
resources in particular, would be in place, together with a further 
diagram to illustrate it. 

The political implications of the report are handled most 
gingerly. One could absorb its contents without ever knowing 
of the British Mandate of the inter-War years. Admittedly 
this was of short duration, and mandatory administration was 
much enfeebled throughout by divided opinion in Great Britain 
on the significance of Iraq in the Middle East, and especially by 
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the great depression of 1929-34. But the Mandatory system, 
however hesitant, helped to mould the young Iraqi state and to 
guarantee its security in uncertain times. 

Moreover, the essential element in the Mandatory experiment, 
_ the presence of the responsible and disinterested foreign expert, 
most of all to guide capital investment from revenue, is discussed 
again and again in the report. The profits of magnificent re- 
sources are not to be had without the technical skill of more 
mature economic groups. On the one hand, the trend of events 
in Iran has shown up the immense value of the Iraqi oil-fields 
and the instinct to develop them as fully as possible. On the 
other, the fate of the Anglo-Iranian Oil Company has made every 
group of experts wonder whether nationalism, bursting out of 
control, may not wreck elsewhere the only means whereby the 
Near and Middle Eastern peoples may enjoy the wealth of their 
homelands. ‘The report could not present the issues with greater 
gentleness and discretion, but they are inescapable nevertheless. 

The mission compiled its findings for the use of the Inter- 
national Bank for Reconstruction and Development and not for 
the general reader. Its fundamental purposes, of information and 
advice, which were probably achieved, should be borne in mind 
when the arrangement of the facts tends to become irritating. 
Part I contains the main findings and recommendations with 
useful appendices. Part II consists of a series of monographs, 
one on basic factors and conditions in the economy of Iraq, and 
the others, in greater detail, on the main features of Iraqi economic 
life: irrigation and flood-farming, dry-farming and mountain 
farming, animal husbandry, mining and manufacture, transport 
and trade. There are careful discussions also of the closely 
related topics of health and education. The amount of informa- 
tion collected is vast, the conscientious effort at accuracy most 
convincing, the deductions and suggestions sensible and interest- 
ing. The triplicate discussions of some topics, two general and 
one detailed, become somewhat boring, but a certain tediousness 
is the strongest criticism that can be made of a thoroughly useful 
compilation. If read in conjunction with the Iraqi volume of 
the Admiralty Hand-book Series, with its fine cartography, its 
careful geography and its precise historical outline, the report 
forms a solid contribution to the understanding of one of the key 
states of the Middle East. 

Harriet G. STEERS 
Department of Geography, 
Cambridge. 
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Transitional Economic Systems : The Polish-Czech Example. By 
Dorotuy W. Dovetas. (London: Routledge & Kegan 
Paul, 1953. Pp. vii + 375. 25s.) 

It is a cliché to say of a book that it fills a long felt need. But 
that is no more than the truth about the book before us. A good 
deal of information in bits and pieces gets to us through the Iron 
Curtain—political, economic, social, theological, military. But 
overall appraisals of any kind are few and far between. The 
truth, of course, is that a book about almost any part of the world 
to-day becomes more and more difficult to write, is liable to be out of 
date almost before it has left the printer and thus very often seems 
hardly worth the effort. Yet, even as a transitory picture of a part 
of the world which is notoriously changeable and which this year is 
changing more rapidly than usual, the present book is of the very 
greatest value. Dr. Douglas deserves unhesitating commendation 
for her excellent and courageous, if perhaps thankless, piece of work. 

The book covers the economic history of two countries of 
Eastern Europe, Poland and Czechoslovakia, beginning with their 
condition in the inter-war years and then through the Nazi 
occupation, the destruction of property and decimation of the 
people, the Red Army’s occupation, the setting-up of the People’s 
Democracies, the early left-wing coalitions, the worsening of the 
international situation in 1947-48, the launching of the first 
Three- and Two-Year Plans, the sudden ideological change and 
the eventual Communist seizures of power, and the subsequent 
full programmes of land reform and nationalisation. The author 
traces this intricate development separately in the two countries 
and then together as a “Common Pattern.’ She describes the 
technical planning methods, the “ Socialist ’’ banking and credit 
systems, labour, wages, management, bureaucratic control, works 
councils, co-operatives and social insurance. She also describes 
inter-state trade and foreign trade; but she gives us rather less 
than we should have liked to see of Polish-Czech trade with the 

West and with the Soviet Union. One chapter is devoted to a 
case study of the Bata shoe industry. The statistical material 
is thorough throughout. Records of personal interviews are 
interesting. The story generally is taken up to 1952. 

The author’s conclusions, however, are all too brief. Obviously 
what we are most curious to have some estimate of is real degree of 
success or failure, in terms of human well-being, of this gigantic 
experiment in socialisation. But our curiosity in this respect has 
to remain unsatisfied. Re 

F. P. CHAMBERS 


London School of Economics. 
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The Abbey and Bishopric of Ely: The Social History of an Ecclesi- 
astical Estate from the tenth century to the early fourteenth 
century. By KE. Mrtter. Cambridge Studies in Medieval 
Life and Thought, New Series, ed. M. D. KNowtzs. Vol. I. 
(Cambridge University Press, 1951. Pp. xiii + 313. 25s.) 


THE surviving records of English agrarian history in the later 
Middle Ages are exceedingly abundant and _ exceedingly 
tantalising : they reveal in minute detail some aspects of social 
organisation and of economic life; yet they are so fragmentary 
and so difficult to interpret that they seem wilfully to frustrate 
attempts at synthesis and to bury the student under the weight 
of their complexity. The most valuable are usually local records ; 
and they have to be analysed in the first instance in local studies, 
of which there is a long and distinguished tradition. But for the 
interpretation of certain types of document and for a proper 
perspective of the results a wider view is often necessary, and it is 
difficult for the local historian to know when he should be using his 
microscope and when he should be scanning the horizon. 

Mr. Miller has overcome this problem to a quite remarkable 
degree. He traces the origins of the Ely properties; analyses 
their structure so far as it can be recovered from the tangled 
wreckage of Domesday statistics; and then proceeds to describe 
the economic organisation, the social and constitutional position 
of the various layers of society, and the legal and administrative 
arrangements of the honour and liberty from the twelfth to the 
fourteenth centuries. He analyses every aspect of his theme on 
which the sources can throw light. The canvas is crowded and 
the discussion often technical; but he has digested his material 
so well and given to every aspect of the subject such intensive 
consideration that we are brought face to face with the problems 
of social history in an arresting way and made to grapple with 
them. It is remarkable that in a book which makes few con- 
cessions to the casual reader, the stamina of the thought can lend 
interest even to the tortuous agonies of medieval legal procedure. 
But there is much in the book which is of more general interest 
than the details of the liberty : one or two instances must suffice. 

In the main we have to reconstruct the organisation of 
medieval agriculture from manorial surveys and accounts. These 
were not written to serve the purposes of economic analysis, and 
however much we may admire the skill of the medieval landlord 
in preserving precarious claims to labour services—an important 


part of every landlord’s capital—and scotching the efforts of the 
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unjust steward, we could wish that the records gave us a more 
comprehensive view of the manor economy. Mr. Miller has much 
that is interesting to say on the organisation of labour, and 
especially on the relations of villein and hired labour. Villein 
labour is comparatively rigid; the demands of agriculture are 
not: for this reason, if for no other, we should expect to find a 
growing proportion of manorial servants in the period of high 
farming of the thirteenth century. The records suggest that 
this was so—but how little they tell us about them; how little 
they tell us above all of the ‘‘ very great deal of casual labour ” 
(p. 91) which there must have been. Closely connected with this 
is the problem of how the surplus produce of the manor was 
transported : some of Mr. Miller’s most interesting pages describe 
the way in which villein carrying services were used in the 
thirteenth century to link manor to manor, to supply the bishop’s 
household, to buy and sell at the local market towns and even 
(for some of the Essex and Hertfordshire manors) at London; 
above all to connect with the harbour at Lynn, where the manorial 
supplies could meet the main artery of medieval trade. 

There is little to criticise in this exact and scholarly book. 
The nature of the analysis makes the tale a trifle unreal at times— 
but some passages in medieval social history always read like a 
bad fairy story. In the chapter on Domesday Book the distinc- 
tion between the tenure of land and its economic exploitation is 
not always clearly observed. We could wish that the author had 
passed from the interesting account of how some of the barons of 
St. Etheldreda rose to power via the episcopal and royal service 
to a slightly more general analysis of social promotion in the 
twelfth and thirteenth centuries; and perhaps also that the 
analysis of the non-agricultural sources of the bishop’s income had 
been extended to include some hint of his economic activities 
outside his estates—which must surely have been not inconsider- 
able in the case of men such as William Longchamp (cf. p. 77). 
The description of Bishop Nigel’s attempts to recover alienated 
property (p. 174) is a little out of perspective, since it leaves out 
of account the evidence of John of Salisbury’s letters (nos. 30-2). 
But these are minor defects in a book which is a model of how the 
complexities of local history may be pressed to the service of 
history in a wider field. 

C. N. L. Brooke 
Gonville and Caius College, 
Cambridge. 
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The School of Salamanca: 1544-1605. By Margor1e GRICE- 
Hutcuinson. (Oxford: Clarendon Press, 1952. Pp. xii + 
134. 12s. 6d.) 


THIS is an attractive little book, adorned by a charming 
picture of the School at Salamanca, and a portrait of one of its 
teachers. It introduces us to the Spanish Schoolmen, who were 
trying in the middle of the sixteenth century to adjust the teach- 
ings of St. Thomas Aquinas to a situation caused by the end of the 
Moorish wars, the unification of Spain and the economic shock 
following the huge influx of American silver. A hitherto static 
world, where goods had been exchanged at “just prices”’ and 
incomes, especially profits were restricted to “‘ customary stand- 
ards of living,”’ was shaken from top to bottom by a great infla- 
tion. Some aspects of this metallic inflation were very different 
from those with which paper-money inflations have made us 
familiar. In the latter, the national money’s purchasing power 
is usually greater in the domestic market than abroad; during the 
Spanish silver inflation, a “‘ Spanish real” bought more abroad than 
in Spain. Miss Grice-Hutchinson draws a fascinating picture of 
Spanish University life, and gives an excellent description of the 
money and exchange markets of those days. She carefully 
analyses the tracts of Vitoria, Navarro, Mercado and other 
Spanish authors, whom she has so to speak re-discovered. She 
offers us excellently translated extracts from the works of nine 
of these men, followed by a copious bibliography. She claims 
credit for them as forerunners of some modern economic doctrines, 
such as marginal utility, purchasing-power parity and others. 
These claims may be justified, but the chief merit of these men 
was their intelligent analysis of Spain’s great conundrum, which 
one of them, Cellorigo, phrased like this: ‘‘ There is no money, 
gold and silver in Spain, because there is too much, and Spain is 
poor because she is rich.”’ On this topic, which greatly interested 
later economists, Hume among them, I wrote a book, Spaniens 
Niedergang wihrend der Preisrevolution des 16ten Jahrhunderts, 
which the author has apparently not been able to use. Spain’s 
problem was not solvable as long as her policy clung to the rigid 
doctrines, which had served a stable age. The members of the 
School tried to get round the concepts of ‘“‘ justum pretium,” 
on which this policy pivoted. They failed to convince public 
opinion, and Spanish policy failed. Home production did not 
react to the stimulus of higher prices, but remained stagnant. 
Exports to the Indies of a relatively small amount of goods 
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caused too heavy a strain. So the Cortes asked, 1548, “ to 
prohibit the export of goods from our country to the Indies, as 
both parties can manage with their own commodities.”’ Silver, 
being the only cheap commodity available in Spain, was exported 
legally and illegally. That part of it which was not spent on the 
armies was used for buying goods abroad, the low prices of which 
greatly interfered with Spain’s domestic output. 

The merits of the School of Salamanca might shine even more 
brightly against a more fully developed background of Spain’s 
economic development in those critical years and of the vagaries 


of her policy. 
M. J. Bonn 
London. 


Théorie Générale de la Population. Vol. I, Economie et Population. 
By Atrrep Savvy. (Paris: Presses Universitaires de 
France, 1952. Pp. 2 + 370. 1200 Fr.) 


For the economist, population presents at least three funda- 
mental questions, namely, the conditions determining the size of 
populations, the effect of numbers on product and the relation of 
population trends to economic growth and fluctuations. The 
fame of Malthus rests on the answer he gave to the first of these 
questions; he did not succeed in expounding a theory of popula- 
tion in terms of the doctrine of diminishing returns. This task 
was taken up by other classical economists, notably John Stuart 
Mill; but an accurately formulated concept of an optimum— 
implied by the second of the above-mentioned questions— 
continued to elude them. It was in the work of Cannan and 
Wicksell that the optimum theory of population emerged in its 
modern form. Meanwhile, the dynamic side of population had 
been pushed into the background by the preoccupation with the 
theory of value; aspects of economic development, such as the 
theory of colonisation, which had been very much in the minds of 
classical economists, fell into neglect. The outstanding exception 
was Karl Marx’s Capital, which stressed that for each system of 
production in the course of man’s history there was a law govern- 
ing population; a central part of his doctrine dealt with the law 
of population valid for the system of capitalist production. With 
the recent revival of interest in economic growth, the third of the 
themes posed above—population as a dynamic determinant—is 
demanding increasing attention. 

The appearance of a major work on the theory of population 
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by the distinguished French authority, Alfred Sauvy, has been 
eagerly awaited; and in the volume under review we are given 
the first half of a General Theory. It is marked by precision, 
comprehensiveness and awareness of contemporary applications. 
After three opening chapters on the fundamental factors governing 
population growth, the bulk of the book is devoted to an ex- 
haustive account of the optimum theory. It is all elegantly 
done with the aid of numerous well-chosen diagrams. The 
assumptions underlying the concept of the optimum are clearly 
set forth, and the analysis then proceeds by removing these one 
by one, thereby giving a series of revised versions of the optimum. 
For example, we are shown the analytical implications of recog- 
nising that the population is divided into inactive (young and 
old) and active producers, that output consists not of one homo- 
geneous product but of heterogeneous commodities, that the 
distribution of the output is not equal but unequal, and that 
technique and consumption habits change. 

The treatment goes beyond conventional lines in some im- 
portant respects. A distinction is drawn between the economic 
optimum and the optimum of power, with a touch of realism 
added by some hypothetical comparisons between the United 
States and Soviet Russia. Another interesting feature is the 
recognition that in a society divided into two classes the idea of 
a national economic optimum wears a little thin. In this case 
there are two populations, the dominant and the dominated, and 
four optima—that of the dominated from the point of view of the 
dominant, that of the dominated from their own point of view, 
that of the dominant from their own point of view and that of the 
dominant from the point of view of the dominated. This analysis 
is then applied to two types of society, an agrarian economy based 
on feudalism and modern industrial capitalism. Opening his 
chapter on. the under-developed countries, the author writes: 
“ The theory of domination has a twofold application, within each 
country and in the world as a whole. And in both cases we find 
the eternal adversaries, Malthus and Marx.” In Europe Malthus 
preceded Marx by half a century, but in the under-developed 
countries it is the other way about. On this important topic 
the book says much that is realistic and thought-provoking ; 
there is also an acute analysis of the conditions under which 
technical progress may be expected to increase or diminish the 
economic optimum. 

The strength of this work lies in the unusually thorough 
analysis of the various optima; on the level of comparative 
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statics the author uses his analytical tools with skill and imagina- 
tion. Unfortunately the dynamic aspect is disposed of in one 
short chapter almost as an afterthought. This weakens the claim 
of the work to be a general theory of population, unless the 
deficiency is going to be remedied in the volume which is to 
follow. The chapters on migrations, ‘‘ the money value of a 
man ”’ and the rising cost of the fight against disease bear little 
relation to the main theoretical structure. They bring together 
useful empirical facts; but one cannot help regretting that the 
author did not deal thoroughly with population in its bearing on 
economic growth and fluctuations. An analytical section on this 
dynamic aspect would have been an interesting supplement to 
the impressive formulations of the static optimum and would 
have provided a firmer basis for some of the judgments expressed 
on contemporary issues. 
BRINLEY THOMAS 
University College, 
Cardiff. 


The National Health Service in Great Britain. By Sir JAmEs Ross. 
(London: Oxford University Press, 1952. Pp. xiii+-398. 30s.) 


Sm James Ross has given us a useful, common-sensible 
account, not only of how the National Health Service is now 
organised, but of how it came to be what it is. The public health 
services grew from the Poor Law and from the necessity of a 
collective battle against the great epidemics. National Health 
Insurance was a consolidation and extension of provisions for 
general-practitioner care which the friendly societies had already 
developed for themselves. Local-authority general hospitals 
were created a generation ago because of the proved inadequacy 
of voluntary provision. The need for a closer integration of all 
these three types of service with finances sufficient to provide 
fair shares of medical care to all parts of the country and to those 
citizens excluded from insurance had been recognised by Royal 
Commissions, private investigators and even the British Medical 
Association before the Second World War began. The Service 
was built upon existing foundations to satisfy admitted needs and 
upon an adaptation of the existing organisational pattern which 
was the only one to which the various interested parties would 
agree. Newspapers, politicians and medical men made a tre- 
mendous fuss about it. But the British people, disregarding the 
clamour and being determined to believe that the new Service was 
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merely an extension of National Insurance, have quietly accepted 
what they persist in calling “ the scheme,” satisfied that it was 
definitely better than what went before and would doubtless 
improve still more in time. 

Though he deserves praise for making his account of the 
origins and structure of the Service dispassionate and objective, 
unfortunately Sir James Ross tends to assume throughout 
his book that the reader already possesses considerable knowledge 
of the subject. For instance, his important chapter on “‘ The 
Growth and Development of Health Services Public and 
Voluntary, 1910-1939” contains no outline of the Insurance 
scheme of 1911. Yet elsewhere he assumes that his readers know 
what “‘ approved societies’ were. In another chapter a similar 
assumption is made about the Board of Control. The opening 
chapters may serve as a useful refresher of memory to students 
of British social institutions, but they would be incomprehensible 
to a non-specialist foreigner who wanted to find out not only how 
our service works but why we established it. Even the useful 
chapter on Health Services in Scotland suffers from allusiveness. 
However, the account of what happened after 1939 is better than 
the historical introduction and the exposition of the Acts of 1946 
and 1947 is good and clear. 

Sir James Ross is an administrator so soaked in his subject 
that he unconsciously assumes a knowledge on the part of his 
reader which the latter does not possess. Like other adminis- 
trators, he is also prone to assume that when regulations and 
instructions have been put on paper and issued, the system will in 
fact work that way. Such an administrator, when defects are 
revealed in his system, too often takes refuge in the establishment 
of a committee to investigate and report. The book refers again 
and again to committees, reports, investigations which have been 
set up within the service; but one would like to have read a more 
critical account of the findings of these committees and especially 
an assessment of the extent and value of any remedial action 
which may have followed from them. One is left wishing that 
here and there Sir James had made up his mind to suggest 
boldly his own remedies. One would have liked, for example, 
to know his view of the proper share of real power within the 
Service which should go to the medical man and the layman—a 
subject which is always discussed with vigour when members 
of Executive Councils and Hospital Boards and Committees get 
together. We are shown how the Service looks to the high- 
level administrator, with its chain of control, its balancing 
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of interests and stresses, all its apparatus of committees, circulars 
and regulations; but we lack a description of how it looks to 
doctor and patient in their day-to-day relationships in hospital 
and consulting room. 

The Ministers of Health and Secretaries of State for Scotland 
who have been responsible for the Service so far have had some 
difficult administrative problems to confront, but it was the 
finance and cost of the Service which gave them (or certainly one 
of them) sleepless nights. It is certain that the British spend a 
smaller proportion of their national income upon health services 
than do the citizens of the United States. It is almost certain 
that they spend a smaller proportion than they did in 1938. 
But the vast bulk of this expenditure is made to-day by the 
National Health Service and has to be raised by taxation. The 
net cost to the Exchequer of more than £400 million annually 
has brought into sharp relief the competition of health, housing, 
old-age pensions, national assistance, education, defence, ete. 
for a fair share of national resources. Sir James Ross is not an 
economist, and it would perhaps be hardly fair to complain 
that his treatment of this fundamental problem is rather slight. 
If, however, his book goes into a second edition he should revise 
his account of what happened when this competition came to a 
head in 1951. He gives the impression that the Chancellor of the 
Exchequer had himself made decisions about types and kinds 
of expenditure within the Health Service—a constitutional im- 
possibility; and he says that “the Minister of Health dissented 
and resigned office” (p. 136). This curious inaccuracy about 
one of the most controversial events in the history of the Service 
will be all the more puzzling to foreigners when they read the 
(correct) reference on p. 228 to a “‘new Minister of Health” 
being in office two months before this alleged resignation. How- 
ever, readers should not be put off by this one error. Otherwise, 
the book is accurate and contains a painstaking collection of facts 
and figures about the Service. Perhaps we must await the lapse 
of a longer period of experience before the critical and constructive 
interpretation which this truly remarkable new institution 
deserves. 

H. A. MarQuanpD 


House of Commons, 
London. 
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La Politique Sociale de lV Angleterre Contemporaine. By JEAN 
LuomMeE. (Paris: Presses Universitairies de France, 1953. 
Pp. 512. frs. 1,800.) 


DESPITE its title, Professor Lhomme’s’ book deals only with 
wages, cost of living and employment. It is a scholarly work of 
great thoroughness, well documented and closely argued. At the 
outset he makes an interesting comparison between superficially 
revolutionary but fundamentally conservative France and out- 
wardly traditional but economically revolutionary Britain. After 
a full description of the facts of the movement of wages and 
earnings, of the declared policy of government towards them and 
of the institutions we use to determine them, he remarks that his 
readers must by now be convinced that English policy in these 
matters is much more effective in its results than logical in its 
character. He concludes by saying that the lesson which other 
nations may learn from our example lies not so much in technique 
as in its spirit, in its lively care ‘‘ de tenir compte du possible pour 
parvenir au souhaité”’ and in leaving the interested parties— 
trade unions and employers—free to make their own adaptation 
to new institutions. 

Professor Lhomme understands fully the importance during 
and since the war of the N.J.A.C. and the N.P.A.C.1—our new 
economic parliament which has “just growed” without the 
political Parliament ever being asked to legitimise it. He appre- 
ciates, as some have not, the significance attached by the govern- 
ment of 1945-51 to the maintenance of full employment and 
gives due weight to the political as well as to the economic 
factors which influenced trade-union policy in that period. One 
can pick holes: it seems strange, for example, to discuss bulk 
buying without mentioning the Raw Cotton Commission; the 
treatment of social payments—especially family allowances— 
and their influence, if any, upon wage demands is disappointingly 
brief. But such defects are slight. It is very satisfying to know 
that our institutions are being so thoroughly studied in France. 
It is flattering to read the verdict of so skilled an investigator 
as Professor Lhomme that Britain, despite the grave dangers 
which beset her in the nineteen forties, ‘“‘ set on foot the boldest 
and at the same time the most efficient social policy undertaken 
by any of the democratic countries.” 

H. A. MARQUAND 
House of Commons, 
London. 





NOTES AND MEMORANDA 


Tue SizE oF THE Factory IN SwEDEN—A NOTE 


THE evidence which Professor Jewkes provided in his article 
“ The Size of the Factory ” (Economic JouRNAL, June 1952) can 
be readily amplified by Swedish industrial statistics. In 1913 and 
quinquennially since 1920 the annual report Industri has con- 
tained very full statistics on size of establishments. It is possible 
that in 1913 the statistics were not complete in their coverage of 
all industry, especially of the smalle1 units, but from 1920 this 
defect is not apparent. Further, there have not been significant 
changes in definition, so that the statistics quoted below are fully 
comparable over time since 1920. 

Swedish experience bears out Professor Jewkes’ conclusion that 
there is no general tendency for the average size of the factory to 
increase. If anything, the reverse is the case, except for metals 
and engineering. Even here the tendency to an increase in 
average size since 1935 can be attributed to special factors— 
changes in unemployment rates and war-time expansion of the 
engineering industries. 

The distribution of workers between establishments of different 
size does not show the same stability. The overall tendency has 
been for an increase in the proportions of workers employed in 
establishments employing fifty workers and under and in those 
employing more than 500 workers. This polarisation is not found 
in wood products or chemicals, where the smaller establishments 
have become more important, nor appreciably in food products, 
where the largest establishments show an extremely slight 
increase while the smaller units have gained considerably, nor in 
light, heating and waterworks, where the change has been in 
favour of the middle-size establishments. The dominating 
tendency is shown most strongly in metals and engineering, 
paper and printing, textiles and clothing, and in leather, fur and 
rubber products. These conclusions are supported by Table II. 
Inspection of the quinquennial returns (not reproduced here) 
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suggests that there is no evidence of a tendency to increasing 
polarisation, except, perhaps, in paper and printing. 
G. R. ALLEN 
St. Edmund Hall, 
Oxford. 


Tue DETERMINATENESS OF EQUILIBRIUM IN BARTER 


In his theory of market price, Marshall has proved the 
determinateness of equilibrium by assuming the marginal utility 
of money to be constant throughout. If this assumption is made, 
the final equilibrium rate becomes independent of some initial 
trading at “false” prices. From this point of view, Marshall’s 
assumption is highly ingenious. For, if the equilibrium rate of 
exchange cannot be shown to be determinate, equilibrium analysis 
loses much of its significance. In Hicksian terminology Marshall’s 
assumption amounts to ignoring the income-effect. What will 
happen if this assumption is dropped? Marshall has considered 
this problem by taking the case of barter between two persons. 
He has shown that the final (equilibrium) rate of exchange in such 
a case will depend upon the initial and the intermediate rates of 
exchange, and the latter in their turn are dependent upon the 
relative barginaing strength of the two parties. The equilibrium 
rate thus becomes indeterminate. There is no doubt a rate of 
exchange which might be called the true equilibrium rate in the 
sense that if that rate was fixed upon from the very outset, it 
would be adhered to throughout. But that is very unlikely to 
be realised in practice. This study of barter between two persons 
is then extended to the market as a whole consisting of two groups 
of persons, each group having one commodity which the other 
would like to have in exchange. Marshall holds that the con- 
clusion deduced from the study of barter between two persons 
applies in toto to this case also. That is to say, in the market 
under perfect competition the determinateness of equilibrium 
can be proved only on the assumption that the marginal utility 
of money (or one of the two commodities exchanged) remains 
constant throughout. 

Let us reconsider the validity of the above conclusion in terms 
of the indifference-curve technique which enables us to dispense 
with the assumption of constant marginal utility of money. To 
start with let us take the simplest case of exchange between two 


1 Marshall, Principles, App. F. 
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persons, one having his labour time to sell and the other a given 
money income to purchase labour time with. Let us super- 
impose the buyer’s indifference map on the seller’s in such a way 
that the horizontal distance between the vertical axes shows the 
total labour time at the seller’s disposal and the vertical distance 
between the horizontal axes shows the buyer’s total money 
income. This is shown in the figure below. Now, barter 
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Competition, pp. 416-17. 


between two persons is, for all practical purposes, similar to 
bilateral monopoly. If the seller has got the upper hand in 
bargaining so that he can set the price, he will fix the price 
represented by the tangent of the angle p,, where the buyer’s 
price—consumption curve touches one of his (seller’s) indifference 
curves, and he will move to the point M. Or the other hand, if 
the buyer is in the position to fix the price, he will fix it at p,, 
where the seller’s price—offer curve touches one of his (buyer’s) 
indifference curves, and he will move to the point N. The actual 
exchange rate will thus lie anywhere between p, and gy, depend- 

1 The seller’s price-offer curve is deduced in the same manner as the buyer's 


price-consumption curve. It shows the different quantities of his good or service 
that the seller offers to sell at each of a series of prices. 
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ing upon the relative bargaining strength of the two parties. To 
this extent the rate of exchange is indeterminate. This conclusion 
with regard to the indeterminateness of the rate of exchange 
within the range between p, and p, holds true so long as the 
agreement between the two parties relates to price alone. But if 
bargaining between the two persons is concerned with both price 
and the quantity exchanged, it will lead to a terms of exchange 
which is geometrically represented by a point on the contract 
curve so that a position of true equilibrium will be attained. But 
this point is not necessarily the same as that under perfect com- 
petition (vide Scitovsky, Welfare and Competition, p. 419). In 
the case of barter between two persons, the equilibrium rate is 
thus indeterminate. 

Let us now consider the case of exchange in a market under 
perfect competition. The assumption of perfect competition 
implies that the number of both the buyers and the sellers is very 
large, so that no single buyer or seller is in a position to set the 
price. An individual buyer or seller is thus in the position of a 
price taker. Under such circumstances, the rate of exchange will 
settle at p, where the price—-consumption curve and the price—offer 
curve intersect each other, as shown by the point H in the diagram. 
The stability of this rate of exchange is shown by H being geo- 
metrically on the contract curve. Even if transactions begin at 
a “false ’’ price, the pressure of buyers or sellers would bring it 
to the equilibrium price represented by the tangent of the angle 
p. It would thus appear that the determinateness of equilibrium 
in the market under perfect competition can be logically proved 
without the necessity of making the assumption that the marginal 
utility of money remains constant throughout. Indeed, Marshall 
himself seems to have done this in the theory of international 
trade, where he shows the determination of the terms of trade on 
the basis of the demand-and-supply curves (or willingness-to- 
trade curves) of the two parties. Marshall’s contention that 
even where there is a large number of buyers and sellers, the 
equilibrium rate in barter becomes indeterminate would thus 
appear to be an unwarranted extension of the result deduced from 
the study of bilateral monopoly to the case of perfect competition. 

N. Ray 
St. Stephen’s College, 
Delhi, India. 
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THE GEOGRAPHICAL DISTRIBUTION OF ASSESSED 
IncoMEs : A CORRECTION 


I am grateful to the Statistics and Intelligence Division of the 
Department of Inland Revenue for drawing my attention to an 
incorrect deduction in my note on the county results of the 
Income Census for 1949-50 which appeared in the Economic 
JOURNAL of June 1953. I had assumed that a classification 
based on main place of assessment would produce a distribution 
closer to place of residence than to place of work. In fact, this 
was not the case. In the great majority of cases the main place 
of assessment is that dealing with profits assessed under Schedule 
D or with wages and salaries under P.A.Y.E., and thus depends 
on place of work. As a result, the Income Census classification 
relates more closely to place of work than to place of residence 
although it conforms to neither. 

The effect of this correction on the regional averages given in 
the note has been negligible. In principle, we may assume that 
the allocation of wages and salaries of members of the Civil 
Service, Armed Forces and Merchant Navy by employment data was 
a less crude procedure than had been feared. On the other hand, the 
adjustment of county results to Standard Regions on the basis of 
population data was a cruder procedure than we had suspected. 
There seems to be no appropriate way of refining the adjustment, but 
since it involved changes of less than 2°, in the regional averages 
affected, the consequent inaccuracies are unlikely to be appreciable. 

The general implications of the correction are more important. 
It would seem that we cannot escape from a place of work classifi- 
cation of earnings. All the existing official sources of data on 
regional earnings—Ministry of Labour earnings inquiries, Cen- 
suses of Production and Distribution and the Income Census— 
relate more closely to region of work than to region of residence. 
Only the Census of Population draws an unambiguous distinction 
between the two classifications ; and since that deals with numbers 
only and not with earnings, the possibility of deducing a resi- 
dential distribution of earnings is severely limited. 

I should like to take this opportunity of apologising for and 
correcting an error that should have been corrected in proof. 
The regional average for London and South-east in Table I (the 
first figure in the table) should read £442 and not £464. 


Department of Applied Economics, PHYLLIS DEANE 


Cambridge. 
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STERLING BALANCES AND THE COLONIAL CURRENCY SYSTEM : 
A COMMENT 


In the Economic Journau of December 1952 Mr. Hazlewood 
has a note on “Sterling Balances and the Colonial Currency 
System ” which refers to an earlier note of mine on the Colonial 
Sterling Balances, and which is mainly concerned to prove that 
“Dr. Greaves’ exposition fails to reveal the real burden, in the 
form of foregone imports, which the existing currency system 
imposes on the Colonies.” This failure was not mere negligence. 
I do not think there is such a burden, and it is curious that Mr. 
Hazlewood should have derived one from the sources of informa- 
tion he cites. I should like therefore to comment on his examina- 
tion of “ the significance of the sterling funds which constitute 
the backing of the Colonial currency issues.” As a result of this 
examination he reaches the conclusion—which is a striking one 
even if he is not assessing the merits and demerits of the system— 
that a colony’s “sterling earnings, which would otherwise be 
available for purchasing imports of goods and services, are tied 
up in the reserves of the currency authority.” 

This is a serious misapprehension. In practice, the existence 
of currency funds does not alter the purchasing power of Colonial 
populations by one penny. Except for the statutory excess of 
10% retained by the authorities from their own income, the 
currency funds are matched in full by currency in the possession 
of owners somewhere in the Colonies. Put another way, Mr. 
Hazlewood’s argument means that the more currency the people 
in a colony have, the less are the sterling imports they are able 
to buy, which is palpably absurd besides being contrary to ex- 
perience. He has reached this position by treating the currency 
funds as external investment maintained by local saving in the 
colonies, and his definition of this “saving ” is currency in the 
hands of the public. There is room for inquiry into the meaning 
and validity of this definition, but it is enough here to note that to 
treat Colonial income, saved or not, as creating the currency funds 
is to put the cart before the horse, a process that may be sanctioned 
by usage where Colonial economic affairs are concerned, but which 
does not have the same result in fact or logic as the reverse arrange- 
ment. And in the Colonial currency system the London funds 
precede the distribution of Colonial income. It is when internal 
income in a colony declines for any reason, and historically a 


decline has been associated with a withdrawal of business funds 
No. 252.—-vou. LxtIt. 3P 
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from the colony or the reduction of military disbursements, that 
the London funds of the currency authority also contract. 

There is nothing in the currency system to prevent export 
producers in a colony spending all their income on imported goods 
if they want to do so, but the price these producers pay for im- 
ports necessarily covers various local costs of transportation and 
distribution. The statement that “income from exports con- 
stitutes a claim on imports, that is a claim on sterling,” offers a 
far from realistic view of colonial monetary conditions. Currency 
incomes are distributed in a colonial territory for a number of 
reasons. Even in West Africa, the area to which Mr. Hazlewood 
is apparently referring, where the system of cash payments to 
produce growers is on a relatively larger scale than elsewhere, 
wages are paid by mining, timber, trading and transportation 
concerns, by military departments, and hy Government, and dis- 
bursements are made by travellers. Some of these payments are 
for exports, visible and invisible, others, such as those to police 
and public utility employees, are not. But however earned these 
incomes can be spent on anything that is for sale in the territory, 
whether a domestic product, or a sterling or a foreign-exchange 
import. 

The number of “ifs” and “‘ mays” in Mr. Hazlewood’s dis- 
cussion make it difficult to know whether his argument should be 
taken as applying to actual events or only to certain theoretical 
contingencies of his own premises. However, only actual con- 
ditions can be relevant to the existing currency funds, and the 
stable expansion of the West African Currency Board issue since 
1940 is not really evidence of colonial currency “ retained by the 
trading companies or the banks to provide for their expanding 
currency needs.” In the same article in the Economic and 
Statistical Review of the United African Company to which Mr. 
Hazlewood refers in another connection, there is an excellent 
illustration of the relation between interest rates in London and 
the movement of inter-seasonal bank balances from West Africa 
to the London money market. The reason for these transfers 
was the net return obtainable on the investment of temporary 
surpluses in London, and as the currency Board charges a com- 
mission on the transfer of currency in both directions, it has 
not been worthwhile to move excess cash to London for a few 
months of the year at the low rate of interest obtainable since 
1933, and the banks have simply kept it in their local vaults. 
The Currency Board, therefore, has not been required to buy 
back a part of the marketing season’s currency in each year, and 
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the banks have lost a certain amount of investment income by 
carrying idle funds, but this does not mean that the territory’s 


sterling imports have been thereby reduced. 
IpA GREAVES 


New York. 


OBITUARY 
Sm Hvuspert HENDERSON 
1890-1952 


THE death of Hubert Henderson on February 23, 1952, when 
his tenure of the Presidency of the Royal Economic Society was 
still uncompleted, has, in the words used in a note in this JOURNAL, 
deprived the country of one of the most vigorous and critical 
minds devoted to economic affairs. Since that note was written, 
the editors of Ozford Economic Papers have, with praiseworthy 
speed, issued a special memorial number consisting of tributes 
to his work in many fields; and by the time these lines are in 
print there may well have appeared a selection of his papers, 
gathered from many sources and many of them hitherto un- 
published, which will afford a better opportunity than the present 
for an appraisal of his stature as an economist. But it is right 
that there should appear now in this place a brief record of his 
life and work. As a very old friend, bracketed with him in the 
same Cambridge Tripos, and in close touch with him in the old 
days of the Nation and the Liberal Yellow-book, I have been asked 
to undertake the task; if I do so with some diffidence, owing to a 
certain lack of sympathy with some of his later attitudes, I have 
the satisfaction of knowing that the balance has been, and will 
doubtless be further, redressed elsewhere. 

Hubert Douglas Henderson, the son of a Glasgow banker, was 
born on October 20, 1890. After schooling at Aberdeen Grammar 
School and at Rugby, he went up to Emmanuel College, Cam- 
bridge, where he obtained a first class in Part II of the Economics 
Tripos in 1912. In the same year he became President of the 
Union : the picture of him at this date drawn by Lord Justice 
Birkett in the recently published history of that Society will be 
easily recognisable even by those who only knew him in later 
life. 

“*T shall always think of him as the best pure debater that 
I heard in my time. He had a habit of crooking a long fore- 
finger at his immediate opponent as though he had got 
complete possession of him, and be certainly never let go 
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until he had reduced him to the equivalent of pulp. Re- 
lentless, pugnacious, inexorable—I scarcely know the right 
word to employ, but it was all done with consummate ease 
and grace; and, as the victim expired, Henderson never 
failed to produce a most radiant and indulgent smile.” 

Those were the days of the great Liberal Government of 1906, 
and Henderson was an enthusiastic Liberal, though not, even in 
those days, a sentimental or uncritical one. Of an outstanding 
paper on the taxation of land values, read to Keynes’s Political 
Economy Club but now unfortunately lost, I can remember only 
a phrase from the peroration ‘“. . . the questionable statement 
that God made the land, and the still more questionable state- 
ment that he made it for the people.” 

Unfit for military service, Henderson nevertheless did im- 
portant work in the war of 1914-18 as Secretary of the Cotton 
Control Board, whose career he later recorded in the Carnegie 
series of monographs on the social and economic history of the 
war. At Cambridge he had become acquainted with a fellow- 
student of economics, Faith Bagenal, and during the war they 
were married. Of strong intelligence and calm temperament, 
with interests and contacts in some ways wider than his own, she 
brought a great deal into his life, and he became greatly dependent 
on her. They had three children, and I doubt if any man was 
ever more completely happy in his family life. 

After the war Henderson returned for a few years to Cam- 
bridge as a Fellow of Clare and a University Lecturer in Economics. 
To this period belong his two books, the history of the Cotton 
Control mentioned above, and Supply and Demand, the first of 
the Cambridge Economic Handbooks. The latter remains a minor 
classic, in which the leading ideas of the theories of value and 
distribution are expounded with great clarity and vigour. 
Orthodox in many respects, according to the orthodoxy of those 
times, it was nevertheless openly critical (I would be prepared 
myself to say too critical !) of attempts such as are to be found in 
Marshall’s pages to rehabilitate Ricardian doctrines of corre- 
spondence between value and “ real costs.” 


In 1923 Henderson was persuaded by Maynard Keynes, his 
old teacher and life-long friend, to leave Cambridge and take up 
the editorship of the weekly Nation, then starting a new lease of 
life under Keynes’s chairmanship. Henderson’s conduct of the 
paper over the next seven years was a notable episode in the 
history of independent and influential journalism; he himself 
contributed a long series of striking leading articles, written often 
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under much greater internal stress and turmoil than would have 
been gathered from their easy and confident style. Perfect 
understanding prevailed between chairman and editor; and the 
latter has himself recorded in generous terms the soothing and 
smoothing part played in this great editorial effort by aiother 
Cambridge economist and life-long friend, Harold Wright. 

Another product of the resurgent, and strongly though 
selectively interventionist, Liberalism which Keynes and Hender- 
son, under the benevolent eye of Lloyd George, and in close 
association with Ernest Simon, Ramsay Muir, Walter Layton 
and others, were striving to create was the Liberal Industrial 
Inquiry. Henderson served on its Executive Committee, and 
was partly responsible for the section of its Report (1928) dealing 
with the crucial subjects of National Development and the 
absorption of abnormal unemployment. On the same theme he 
collaborated with Keynes in 1929 in a pamphlet Can Lloyd George 
Do It? in support of the Liberal leader’s election manifesto We 
Can Conquer Unemployment. It was perhaps partly the recollec- 
tion that this vigorous piece of anti-slump economics had appeared 
at what turned out to be the top of a boom which rendered Hender- 
son in later years so allergic to claims to have discovered the secret 
of the cure of unemployment. 

This is not the place to attempt a final appraisal of the New 
Liberalism of 1923-30—that gallant and ambitious attempt to 
drive in harness certain uneasy pairs of horses, intensive national 
(including agricultural) development and unadulterated free 
trade, freedom of enterprise and drastic industrial “ rationalisa- 
tion.” It is enough to say that its Report has undoubtedly 
proved a happy hunting-ground for political parties in search of 
policies. But with the advent of the great slump the particular 
combination of forces which produced the movement melted 
away, never to be re-assembled. One may perhaps conjecture 
that in some ways the period that thus closed was one of the 
happiest in Henderson’s adult life, because the most optimistic 
and that in which the ties of personal friendship coincided most 
closely with those of intellectual agreement and co-operation. 


In 1930 Henderson left the Nation to become, at the invitation 
of tle new Prime Minister, Ramsay Macdonald, assistant secretary 
and shortly afterwards joint secretary of the newly formed 
Economic Advisory Council—an experimental skiff whose success- 
ful launching among the formidable galleons of Whitehall called 
for a high degree of tact as well as of professional competence. 
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In point of fact the Council itself, which was to consist partly of 
Ministers and partly of eminent outsiders, soon fell into abeyance ; 
but its small Secretariate, and its Committee on Economic In- 
formation, of which Stamp was Chairman and Keynes a prominent 
member, continued in existence until the outbreak of war. Of 
this Committee Henderson remained a pivotal member after he 
had resigned the Secretaryship of the Council, in order to take up 
a Research Fellowship at All Souls, in 1934. Sir Piers Debenham, 
who first assisted and then succeeded him as Secretary of the 
Committee, has painted in Oxford Economic Papers an authoritative 
picture of his activities and of the evolution of his ideas during 
this entire period. In the earlier years of acute international 
economic crisis the urgent problems of money and exchange 
naturally bulked largest in his thoughts and in his memoranda; 
and Debenham has given an interesting account of his prediction 
in May 1932 that the United States would abandon the gold 
standard, and of a scheme for increasing international liquidity 
by means of an issue of notes by the Bank for International 
Settlements for which at this time, still working in conjunction 
with Keynes, he was vainly pressing. Later, as the British 
situation settled down, leaving, however, large pockets of un- 
employed labour, he was able to devote more attention to longer- 


range issues. Even with Debenham’s skilful help, I do not find 
it easy to reconstruct a very clear picture of his outlook at this 


ce 


period. He had lost a good deal of his enthusiasm for “ public 
works”’; he continued to emphasise the fundamentally self- 
righting tendencies always at work in an economic system beset 
by the admitted curse of cyclical fluctuation, and reacted violently 
against Keynes’s attempt in the General Theory (1936) to construct 
a formalised doctrine of chronic under-employment equilibrium. 
But towards the end of the period he was losing faith in the 
efficacy of spontaneous cyclical movements of the rate of interest, 
while as regards the deliberate manipulation of that instrument 
we find him, in a paper in Lloyds Bank Review in June 1937, as 
reluctant as Keynes to modify the policy of cheap money in the 
face of rising demand. And his thinking seems to have been 
increasingly dominated by the importance which he attached to 
the declining rates of population growth in Britain and other 
western countries. Internally, this led him to a theory of grow- 
ing technological unemployment and of the prolongation of slumps 
which is not very different in appearance from the stagnationist 
heresies which he condemned. Externally, it rendered him 
pessimistic about the future of international trade, since he fore- 
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saw a chronic decline in the demand of the western industrial 
countries for food and raw materials from overseas. Yet, though 
by now fully reconciled to the abandonment of complete free 
trade, he did not desire to reinforce strongly by conscious action 
the influences which he saw at work limiting the international 
division of labour. In 1935 he was still urging the importance 
of a revival of the export trades; and his longest and most sus- 
tained piece of argument in the period, the report written for a 
committee of inquiry organised by Lord Astor and published under 
the title of The Agricultural Dilemma (1935), was directed against 
the aim of making Britain more nearly self-sufficing in food 
production than she had, as the result of the protective measures 
of recent years, already become. 

In 1938 a new opportunity of public service was offered to 
Henderson in the form of membership, under the chairmanship 
of Lord Moyne, of the Royal Commission on the West Indies. 
I have the impression that, not hitherto by taste or opportunity 
much of a traveller, he greatly enjoyed this experience. I think, 
too, that it completed his reconcilement to the system of Imperial 
Preference; and I have sometimes wondered whether his subse- 
quent attitudes would have been at all different if fate had wafted 
him instead to some part of Africa, where, to put it mildly, that 
system worked less manifestly to the advantage of the colonial 
populations than in the sugar-growing West Indies. Work on 
the Commission’s report continued to make demands on him 
even after he had become, early in 1939, a member of Lord 
Stamp’s committee to co-ordinate departmental preparations for 
war—a body whose activities were continued after the war broke 
out; and in the early days of the ‘‘ phoney war,’’ when he shared 
for a time my lodging in London, I seem to remember twitting him 
with the difficulty I felt he was experiencing in regarding the war 
in any other light than as a minor episode in the history of the 
West Indies! But at last the Commission’s report was completed 
(though not at the time published) and the Stamp Committee’s 
labours at an end; and for the rest of the war the whole of 
Henderson was available, in a somewhat vaguely defined advisory 
capacity, to successive Chancellors of the Exchequer and their 
permanent officials, by all of whom his advice, if not always 
taken, was held in very high respect and regard. 


In this capacity Henderson was concerned with many high 
matters of which in my own subordinate and more restricted 
occupation I knew and know nothing. But I was, of course, 
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aware of what everybody now knows—that he felt constrained 
to fight tooth and nail against the plans for Anglo-American 
post-war economic co-operation which it was decided, long before 
the war reached its close, to set on foot. It is not altogether easy 
to do justice to his attitude without doing injustice to that of 
others, alive and dead. ‘There was, of course, no question of his 
absolute sincerity and single-mindedness; he was, in Harrod’s 
words, “absolutely convinced that, as a matter of hard fact, we 
should have to resort to every conceivable device after the war 
to protect our balance of payments.”’ But it can, I think, be 
reasonably held that he took more lightly than was permissible 
the obligation that had been undertaken, in return for lend-lease 
aid, to work towards greater freedom of international trade; 
and that his own fulminations from his ivory tower in the Treasury 
did less than justice to those on whom it fell, in the drive and sweat 
of drafting and negotiation, to secure due consideration of the 
prospective difficulties of Britain’s post-war position. It is easy 
to say, as has been said, that “the world of 1953 is only too 
similar to the post-war world which, unlike some of his contem- 
poraries, Henderson foresaw in 1943.”’ But we do not know what 
the world of 1953 would have been like if no attempt had been 
made to welcome what was generous and constructive, as well 
as to counter what was unbalanced and doctrinaire, in the economic 
philosophy of the Roosevelt-Hull Administration— if, for instance, 
to descend from the general to the particular, there had been no 
shreds of that ill-fated I.T.O. Charter, on which Henderson con- 
centrated the vials of his wrath, to gather into the unpretentious 
hands of the administrative organ of the General Agreement on 
Tariffs and Trade. Nevertheless it must be said that, both in 
this and other connections, the scepticism which he showed 
towards some of the rosier prophecies then current about the 
speed of Britain’s post-war recovery was useful and salutary. 


In 1945 Henderson was released to take up his appointment 
as Drummond Professor of Political Economy at Oxford. But 
even in the narrower sense his public service, which had been 
rewarded by a knighthood in 1942, was not at an end. From 
1945 to 1948 he was chairman of the Statutory Committee on 
Unemployment Insurance. And in 1945 he was still a member 
of the Royal Commission on Population, and Chairman of its 
specialist Economic Committee. In May 1946 he succeeded 
Lord Simon as Chairman of the whole Commission and presided 
over the compilation of its report (how much of it he wrote is 
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anybody’s guess), which was not signed till March 1949. Mean- 
while he had found time to write an excellent memorandum for 
the less important but partially overlapping Royal Commission 
on Equal Pay. 

It was remarked in 1949 that Britain seemed to be a very 
fortunate country; her rate of interest and her rate of exchange, 
so the Authorities assured us, were both just about the right height 
—and then came along the Henderson Commission with the glad 
news that her population was just about the right size too. 
Personally, sceptical of the two former assurances, I found (and 
find) myself little inclined to cavil at the third, and only ready to 
admire the skill and patience which Henderson must have dis- 
played to steer to a unanimous conclusion his report on a subject 
so exposed to the blasts of conflicting fanaticisms. 

To Henderson’s services to economics at Oxford, both before 
and after his election to the Drummond Chair, the memorialists 
in Oxford Economic Papers, Mr. Harrod and Mr. Worswick, have 
paid glowing and affectionate tribute. The celebrated pre-war 
interrogations of business men were largely his in design and 
execution ; the Institute of Statistics owes much to his fostering 
care; and it is evident that, wisely or not, he allowed himself to 
be cumbered with mountainous labours of administration, yet 
managed to remain buoyant and approachable. From other 
sources too—those who worked with him during his presidencies 
of Section F of the British Association (1948-49) and of the 
Royal Economic Society (1950-52)—comes testimony of how 
unsparing he was of himself in every activity which he undertook. 

There is abundant evidence too of the impact of his annually 
recurring but continually renovated series of lectures on ‘‘ The 
Economics of the Modern World.” Mr. Worswick has described 
how the optimistic young planners—dons and undergraduates— 
of the mid-1940s, ready to scoff at any economist of the be- 
nighted older generation, found themselves unable to scoff at 
Henderson. Unfashionable in some of his attitudes—he never 
relented towards the General Theory, he could never remember 
the difference between impure and imperfect competition, and in 
econometrics, according to Harrod, he “had no interest what- 
ever ’’—he had the advantage of being clean of the supreme 
unfashionableness of nostalgia (one of his own favourite terms of 
opprobrium) for free trade or laissez-faire! (Perhaps if he had 
lived longer into the 1950s this particular freedom might, among 
the new generations of undergraduates if not among the now 
middle-ageing dons, have begun to prove a less valuable asset !) 
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For the outside world, there was a series of articles and “‘ show- 
piece ” addresses written with all the old lucidity, polish and 
punch. Let me list some of the most important, fighting down the 
temptation to subject them to extended comment. There was 
the Stamp Memorial Lecture (1946), hammering in his old theme 
of “the fundamental importance to any orderly international 
economic life of the objective of equilibrium in the balance of 
international payments.”’ There was the Rede Lecture at Cam- 
bridge (1947) on ‘‘ The Uses and Abuses of Economic Planning,” 
with its attempt to draw a clear line between a plannable public 
sector and an unplannable private sector of economic life—a line 
fatally blurred, as it seemed to one hearer, by the inclusion of all 
imports on a permanent basis in the category of the to-be-planned. 
There was the British Association Address (1948) on the Price 
System, in which the hose of ridicule was switched away from the 
planners on to the advocates of freely moving prices and ex- 
changes. There was the assault on the I1.T.O. Charter in the 
American Economic Review (June 1949). There was the further 
attack in ‘‘ The Future of Exchange Rates ” (Oxford Economic 
Papers, January 1949) on the neo-liberal doctrine that flexibility 
of exchange rates can be made an acceptable substitute for 
quantitative regulation of imports. This last paper contains 
a proposal which, like Mr. Worswick though perhaps from a 
different angle, I find “ startling and paradoxical,” namely that 
if, though not until, quantitative regulation has failed to prevent 
the reserves from falling below a certain level, monetary policy 
should be abruptly brought to its aid in the extreme guise of a 
drastic statutory deflation of the note issue. This seems to me 
an instance—I would class as another his curious proposal (1943) 
for launching the State into business as a gigantic wholesaler of 
miscellaneous consumable goods—where a sudden feeling that 
he was being rather negative impelled Henderson into making a 
suggestion which if it had emanated from anybody else he would 
have pilloried as utterly impracticable. 


In 1948 Henderson was elected a Fellow of the British 
Academy. In June 1951 came the crowning honour of his varied 
life—his election to the Wardenship of the unique society to which, 
an immigrant from another place, he had been made welcome 
seventeen years before, and his standing in which has been 
described in Oxford Economic Papers, in language of a dignity, 
aptness and simplicity worthy of its subject, by Mr. Isaiah Berlin. 
But simultaneously there came a sharp return of the cardiac 
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trouble which had caused alarm towards the close of his Treasury 
period, and whose background menace had added no little to the 
strain of the intervening years. In January 1952 he felt compelled 
to resign the Wardenship; and on February 23 he died. 

Of his high accomplishment as a public servant and of his 
competence and distinction as a wielder of the written word to 
convey significant thoughts on important issues, there can be no 
doubt. Of his stature as an economist I am not able, perhaps 
no one at present is able, to make a firm appraisal. I do not 
think it would be well if all, or indeed many, writers on economics, 
still less all or many teachers of economics to the young, set so 
little store as he came to do by systematic presentation and 
formal analysis, or exhibited so much concern that everything 
said or written should have a direct practical bearing on the 
contemporary scene. But within his chosen limits—for they were 
chosen rather than prescribed by nature—it would seem that his 
intellectual achievement was of a very high order. 

Of his personal qualities—his integrity and devotion to duty 
and freedom from self-seeking or conceit—I hope I have given 
some hint. But since I have dwelt a good deal on his professional 
pugnacity, I should like to end with a word which rightly crops 
up in more than one of the tributes to him which I have seen; the 
word is “‘ gentle.” 

D. H. RoBERTSON 
Trinity College, 
Cambridge. 
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Aut Fellows of the Royal Economic Society will wish to join 
us in offering our best wishes and congratulations to our Treasurer, 
Mr. H. C. B. Mynors, on his appointment for a term of five years 
to the office of Deputy Governor of the Bank of England. 





WE regret to record the death of Mr. A. W. Ashby, till lately 
Director of the Institute for Research in Agricultural Economics 
in Oxford University. He was for sixteen years Professor of 
Agricultural Economics in the University of Wales at Aberyst- 
wyth, and played an active and prominent part both in the 
academic study of agricultural economics and in the making of 
agricultural policy as a member of various committees of the 
Ministry of Agriculture. 
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THE position and organisation of the Economic Section of the 
Cabinet Office has been considerably revised during the past few 
months. On the retirement of Sir Edwin Plowden from the office 
of Chief Planning Officer to the Government, Mr. R. L. Hall has 
become Economic Adviser to the Government and the Economic 
Section has been transferred from the Cabinet Office to the 
Treasury. The Economic Section will, however, retain its 
separate identity and discharge its present duties. ‘The transfer 
of the Section to the Treasury reflects the arrangement under which 
responsibility for the central direction of economic affairs rests 
primarily with the Chancellor of the Exchequer. At the same 
time measures are being taken to strengthen the staff of the 
Section by economists on loan from the Universities, in most 
cases for periods of two years. In October 1952 Mr. C. R. Ross 
of Hertford College, Oxford, and Mr. J. M. Fleming of the Uni- 
versity of Bristol joined the Section in this way; more recently 
Mr. I. M. D. Little, Fellow of New College, Oxford, also joined 
the Section for a two year period, and was appointed Deputy 
Director. By these means it is hoped to maintain close contact 
between academic work in economics and the advisory tasks of 
the Section, to the mutual advantage of both. 





Tue Third Annual Conference of the economists of the Scottish 
Universities was held at “The Burn,” Edzell, from September 
23 to 25, 1953, and like its predecessors was a most satisfactory 
and successful occasion. Three papers were read on the general 
theme of the dollar problem: ‘The Dollar Problem: a bird’s 
eye view from the American angle,” by Mr. Innes Smith of 
Edinburgh University; ‘‘ Full Employment and the Balance of 
Payments,” by Mr. A. D. Campbell of Glasgow University; and 
“* Are there any ‘ Rules of the Game’?” by Mr. D. L. Munby 
of Aberdeen University. Each aroused lively discussion. The 
Business Meeting was largely concerned with reports by Pro- 
fessor Hamilton on negotiations which have led to the revival of 
the former ‘“ Scottish Society of Economists ’’ under the new 
title of the “ Scottish Economic Society,” with Lord Bilsland as 
President ; and by Professor Cairncross on progress with the new 
Society’s Scottish Journal of Political Economy, the first number 
of which is to appear in the spring of 1954. 





Houblon-Norman Fund. The Trustees of the Houblon- 
Norman Fund invite applications for Fellowships or Grants in 
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aid of research into the working of financial and business institu- 
tions in Great Britain and elsewhere and the economic conditions 
affecting them. Apart from exceptional cases, awards will be 
confined to British-born subjects normally resident in the United 
Kingdom and will take effect from October 1, 1954. Fellowships 
will be awarded for one year, renewable for a second year; and 
the amount of an award will depend upon the circumstances of 
the candidate and the likely expenses of his work. Applications 
should be made not later than March 31 and forms of application 
may be obtained from the Secretary of the Fund, c/o the Bank 
of England, London, E.C.2. 





Nanga Parbat. We have received the following from Pro- 
fessor Frank Fetter : 

“To the general public the news that on July 4, 1953, an 
Austrian—German team had reached the top of Nanga Parbat, 
the world’s second highest mountain to be climbed, was simply 
an anti-climax to the conquest of Everest. To many economists 
undoubtedly it seemed a far call from economic theory. But for 
some who first learned Keynesian analysis, not from the critical 
literature, but from the text of the General Theory, the mention of 
Nanga Parbat must have aroused old memories. 

“ Keynes, referring to The Physiology of Industry, by Hobson 
and A. F. Mummery, said : ‘ Though it is so completely forgotten 
to-day, the publication of this book marks, in a sense, an epoch 
in economic thought.’ Hobson’s co-author, Mummery, was one 
of the most famous mountaineers of his day, and the first of 
twenty-nine men to perish in the last sixty years in the attempt 
to climb the treacherous Nanga Parbat. Hobson’s own account 
of his contact with Mummery, as given in his Confessions of an 
Economic Heretic, was quoted in The General Theory : 


** While teaching at a school in Exeter I came into 
personal relations with a business man named Mummery, 
known then and afterwards as a great mountaineer who had 
discovered another way up the Matterhorn and who, in 1895, 
was killed in an attempt to climb the famous Himalayan 
mountain Nanga Parbat. My intercourse with him, I need 
hardly say, did not lie on this physical plane. But he was 
a mental climber as well, with a natural eye for a path of 
his own finding and a sublime disregard for intellectual 
authority. This man entangled one in a controversy about 
excessive saving, which he regarded as responsible for the 
under-employment of capital and labour in periods of bad 
trade. For a long time I sought to counter his arguments 





934 THE ECONOMIC JOURNAL (DEC, 


by the use of the orthodox economic weapons. But at length 
he convinced one, and I went on with him to elaborate the 
over-saving argument in a book entitled The Physiology of 
Industry, which was published in 1889.’ 


“To consider how history might have been altered had some 
past event been different is an intellectual recreation to be en- 
gaged in sparingly, but both devotees of mountain climbing and 
economic theory may be permitted a fleeting speculation as to 
how the course of history of their fields might have differed had 
‘the killer,’ Nanga Parbat, not cut short the life of a pioneering 


” 


man, 
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Rhodesia University College 
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A NUMBER of distinguished American economists are visiting 
the United Kingdom during this academic year. They include 
Professor Corwin D. Edwards, who holds the Pitt Professorship 
at Cambridge, Professor Talcott Parsons, who has been appointed 
to a visiting chair of Sociology in the University of Cambridge, 
and Professor Milton Friedman and Professor R. W. Pfouts, who 
are at Cambridge with Fulbright Professorships. Mr. W. Duane 
Evans of the United States Department of Labour is also visiting 
the Department of Applied Economics at Cambridge. At Oxford 
are Professor D. McCord Wright and Professor R. Nurkse. 





A THIRD volume of the edition of Jeremy Bentham’s Economic 


Writings edited by Dr. W. Stark will shortly be forthcoming. 
Fellows of the Royal Economic Society who wish to obtain it 
on special terms should apply to the Assistant Secretary, Royal 
Economic Society, 6 Humberstone Road, Cambridge, enclosing 
payment of 20s. 





RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society, Series A 


Vout. CXVI, Part II, 1953. Regional Variations in United Kingdom 
Incomes from Employment, 1948 : P. DEANE. A Sampling Design used 
by the Ministry of Education: G. F. PEakrer. A Note on the Relation 
between Intelligence and Parental Income : A. M. WALKER. The Problem 
of Exceptional Samples in Agricultural Sample Surveys: W. D. 
Burrowes. Wholesale Prices in 1952. Telecommunications Statistics : 
A. HAzLEWoop. 


Applied Statistics 


Vou. II, No. 2, June 1953. Experiences of Correlation Analysis : D. G. 
BeEecH. Economic Forecasting in Great Britain: E. SHANKLEMAN. 
Statistics and Prediction: C.D. Huaues. The Origin and Development 
of Factor Analysis: D. F. Vincent. The Economics of Sequential 
Sampling. Procedures for Defectives : D. G. CHAMPERNOWNE. 


Economica 


Vout. XX, No. 79, Aucust 1953. Monopoly and Economic Progress : 
J. JEwWKES. Optimal Production with Fixed Profits: M. FLEMING. 
The Element of Lottery in British Government Bonds, 1694-1919: J. 
CoHEN. A New Method of Relating British Capital Ownership and Estate 
Duty Liability to Income Groups: A.M. Cartter. <A Refutation of Mr. 
Bernardelli: K. Lancaster. Ricardo’s Correspondence: T. W. 
HUTCHISON. 


The Review of Economic Studies 


Vou. XX, No. 53, 1952-3. The Role of National Income Estimates in the 
Statistical Policy of an Underdeveloped Area: D. SrErs. Social Security 
and Inflation : a Study of the Economic Effects of an Adjustable Pensions 
Scheme: A. T. Peacock. Trade Barriers in Activity Analysis: S. 
Reiter. The Maximisation of Profit by a Newspaper: W. M. CorvEn. 
On the Use of the Theory of Probability in Economics: R. S. WEcK- 
STEIN. The T'heory of Monopolistic Quantity Discounts : J.M. BUCHANAN. 
The Alleged Excess Burden of an Excise T’'ax in the Case of an Individual 
Consumer: R. K. Davipson. Total Demand Curves and General 
Equilibrium: I. F. Pearce. Price Effects and the Foreign Trade 
Multipliers : G. L. REEs. 


Oxford Economic Papers 


Vou. 5, No. 2, June 1953. An Inaugural Lecture: J. R. Hicks. Imper- 
fect Knowledge and Economic Efficiency: G. B. Ricuarpson. The 
Economics of the Schuman Plan: K. K. F. Zawapzx1. Preduction 
Costs in the Gas Industry: T. K. Grippin. Industrial Stoppages and 
their Economic Significance : 8. V. HopxKIns. 

SUPPLEMENT. Sir Hubert Henderson, 1890-1952. 


Bulletin of the Oxford Institute of Statistics 


Vox. 15, No. 8, Auaust 1953. Rates and Earnings in London Transport : 
K. G. J. C. Knowtgs and H. J. D. Corz. Unemployment in Textiles : 
H. A. TURNER. 

Vou. 15, No. 9, SEPTEMBER 1953. Earnings and Living Standards in 
Moscow—I. A Comment: G. H. Etvin. IJ. A Rejoinder: T. Scuvutz 
and P. WizEs. Average Wages in U.S.S.R.: P. WILEs. 
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The Journal of Industrial Economics 


Vou. I, No. 3, Juty 1953. Operational Research: I. 8. Luoyp. The 
Influence of Economic Factors on the Location of Oil Refineries: J.D. 
Butter. Integration in the Oil Industry: P.H. FRANKEL. Industrial 
Economic Problems in the Post-war Aluminum Market in the U.S.: L.A. 
Dorie. The Problem of Introducing Modern Systems of Wage Payment 
into the Boot and Shoe Industry : J. CRAwForD. ‘The Control and Over- 
sight of Capital Expenditure within Unilever: L. G. Norton and J. E. 
WALL. 


Yorkshire Bulletin of Economic and Social Research 


Vout. 5, No. 2, Aucust 1953. Problems of Trend and Cycle: R. M. Goon- 
wIn. The Dollar Shortage—Seven Years Later: G. FE. Maxcy. The 
1951 Depression in the British Wool Textile Indusiry—II: J. F. Brortu- 
WELL. Keynesian Accountancy: B. Tew. Male Unemployment 
Problems with Special Reference to Kingston-upon-Hull : R. L. Smyrna. 
The Yorkshire Crop Returns of 1801: P. CuurtEey. Some Post-war 
Aspects of Humberside Foreign Trade : J. Brttamy and M. J. WEBB. 


The Economic History Review 
Vou. VI, No. 1, Auaust 1953. The Imperialism of Free Trade: J. 
GALLAGHER and R. Roprinson. The Movement of Rent, 1540-1640: 
E. Kerrivce. Trade Union Policy in the Scots Coalfields, 1855-1885 : 
A. J. Youncson Brown. 


The British Journal of Sociology 


Vou. IV, No. 2, June 1953. Health as a Social Concept: A. Lewis. 
Conflicting Interpretations of the Rise of Capitalism : Marx and Weber: 
N. Brrnpaum. Scottish Religious Adherence: J. Hicuet. Business 
Enterprise: Traditional Symboi of Opportunity: K. Mayer. The 
Social Grading of Occupations in Australia: R. Tarr. 

Vout. IV, No. 3, SEPTEMBER 1953. Conference of the British Sociological 
Association 1953. Impressions of the Conference: T. H. MARSHALL. 
Opening Address: The Relation Between Social Theory and Social 
Policy: G. Myrpau. The Background to Passive Resistance (South 
Africa, 1952): L. Kuper. Productivity and the Worker : W.C. BaLrour. 
The Idea of Progress : G. D. H. Core. 


Population Studies 
Vou. VII, No. 1, Juty 1953. Recent Migration from West Africa and the 
West Indies to the United Kingdom: M. Banton. Housing Policy and 
Population Problems in France: C. Watson. Nuptiality, fertility and 
Reproduction in Norway: P. Ramuour. Japanese Rural Fertility; 
Some Social and Economic Factors : R. P. Dore. 


The Sociological Review 


Vout. XLIII, Secrion 11, 1951. Jronworks Schools in South Wales, 
1784-1860 : L. WYNNE-EVANS. 

Vou. XLIV, Section 2, 1952. Norwegian Colonisation in an Arctic 
Village: J. N. JACKSON. 

Vou. XLIV, Section 3, 1952. The Concepts of Role and Status: M. 
ARGYLE. 


The Sociological Review (now published by the University College 
of North Staffordshire) 

New Series, Juty 1953. Individual and Social Change in a Community 
under Pressure: N.Sanrorp. School and Work: E.G.Syxers. Logic 
of the Social Sciences: E. F. O’Donerty. Value Judgments and the 
Social Sciences: D. J. O'Connor. The Analysis of Social Problems : 
T.S.Simey. Economic Science and Public Policy : B. R. W1ttt1aMs. 
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International Affairs 


Vor. XXIX, No. 3, Juty 1953. The Democratic Monarchy: G. M. 
GATHORNE-Harpy. The Commonwealth at the Queen’s Accession : 
N. MAnsERGH. Little Europe and Britain: Lorp Layton. The Place 
of the Bomber in British Policy : Str JoHN Stessor. Economic Changes 
in the Canadian Prairie Provinces : G. Spry. The Work of the Christian 
Church among the Kikuyu: T. F.C. Bewrs. The Decline of the West in 
the Middle East : An Alternative View : 8S. Lonariaa. 

Vout. XXIX, No. 4, October 1953. Britain’s Strategic Relationship to 
Europe: C. Wiimot. British Commercial Relations with China: H. J. 
CottaR. Confidence and Convertibility: R. G. Hawtrry. The Arab-— 
Israel Frontier: E.Monror. The Condition of Arab Refugees in Jordan : 
W. A. Coate. The Special Position of Switzerland in International 
Affairs: M. Hasicut. The United Nations and the West: C. BELL. 


The Political Quarterly 

Vot. XXIV, No. 3, Juty-SepremBer 1953. The Liberal Party. 
The Principles of Liberalism: J. Grrmonp. The Liberal Predicament : 
P. Fotuereitt. The Liberal Attitude to Contemporary Problems : 
A. Hour. Consumers’ Councils in the Nationalized Industries: P. 
SARGANT FLORENCE and H. Mappicx. The Impact of Immigration on 
Israel: KE. Samurext. The Politics of Lord Acton: D. G. MacRar. 
The Rise of Congress in South Africa: J. LEwtn. Changing Composition 
of the Supreme Soviet: T. H. RiaBy. 


Political Studies 


Vout. I, No. 2, June 1953. Law and Administration : Implications for 
University Education: H. Street. The ‘“ Federal Solution” in its 
Application to Europe, Asia, and Africa: M. Betorr. Tocqueville as a 
Political Sociologist: J-P. Mayer. Civil Servants in Washington: I. 
The Character of the Federal Service: R. N. Spann. Fundamental Law 
in the Seventeenth Century: J. W. Goucu. What is Socialism ?: II: 
G. D. H. Corr. Independent Candidates : D. E. BUTLER. 


Soviet Studies 
Vou. V, No. 2, OctroBER 1953. Soviet Education and the New Man: E. 
Kovurtaissorr. Political Education in Soviet Schools: K. HuniéKa. 
The Foundation of Soviet Foreign Policy: M. Betorr. Rural Taxation 
in the U.S.S.R.: A. NOVE. 


Accounting Research 


Vou. 4, No. 3, Juty 1953. The Share of No-Par-Value: W. T. BAXTER 
and L. C. B. Gower. The Use of Statistics in Consumer Research: P. 
Harper. A Flow Chart for Social Accountants: E. Fuerst. The 
Brothers: J. A. Scorr. The Mathematics of Variance Analysis: G. 
AMERMAN. 


The Incorporaied Statistician 


Vout. 4, No. 2, Aucust 1953. Correlation for the Non-Mathematician 
(Part I): J. Keen and D. J. Pace. The Census of Distribution : 
J. I. Mason. Statistical Computation and Electronic Machines: B. B. 
Swann. Practical Applications of some Recent Developments in Statistical 
Methods : L. T. WILKINS. 


The Banker 


Vot. CI, No. 330, Jury 1953. Is America Risking Recession? The City 
and Export Finance. The Property-Holding Habits of Individuals : 
I—Propensity to Hold Risk Securities : J.R.CuTHBERTSON. ‘‘ Consolida- 
tion” in Australia: M. H. Patrerson. Australia’s New Banking 
Legislation. In Defence of the Trustee Companies : H. D. G. TREw. 
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Vot. CI, No. 331, Aucust 1953. How Flexible is Monetary Policy? Whither 
Commodities ? The Return to Bill Dealing. Western Germany’s Defence 
Contribution. The Credit Trend Analysed. The Property-Holding 
Habits of Individuals: II—WNon-risk Assets: J. R. CUTHBERTSON. 
Ireland—An Economic Survey: The Swing of the Economic Pendulum. 
Ireland’s Welfare State: G. A. DUNCAN. 

Vot. CI, No. 332, S—preMBER 1953. Should Sterling Float ? The Govern- 
ment and Overseas Credits. Tackling the Housing Subsidies. Initial 
Allowances Reconsidered: C. A. R. Crostanp. India’s Essay in 
Disinflation. South Africa’s Finance Corporation: B. J. P. Woops. 
Is Insurance Investment Policy Too Timid? Disinflation and Fire and 
Accident Insurance. 

Vou. CI, No. 333, OcroBER 1953. Restoring Flexible Money. Dilemma 
in Equities. Britain’s March towards Freedom. Convertibility No 
Nearer. The Sterling Area after the Boom: A. R. Conan. 


The Bankers’ Magazine 


No. 1312, Juty 1953. Commercial Values. E.P.U. goes on: J. Huns- 
WwoRTH. American Banking Scene: W.RipLtEY. Monetary Review. 
No. 1313, Aucust 1953. The Banking Half-Year. Bank Lending in 

New Zealand. International Survey: H. E. Evirt. 

No. 1314, Sepremper 1953. Whither Germany?: M. J. Bonn. Some 
Legal Aspects of the Finance Act, 1953: C. B. Drover. Treasury 
Intervention in Bank Lending Policy : I. MARSHALL. 

No. 1315, Octoper 1953. Autumn Maneuvre. The German- Problem 
after the Election: M. J. Bonn. Hire Purchase Finance: D. VICKERs, 
Dividend Counterfoils : F. M. REEVEs. 


Barclays Bank Review 


Vou. XXVIII, No. 3, Aucust 1953. A City View of the Budget: A. W. 
Tuxe. The Progress of the World Bank. British Film Production, 


District Bank Review 


No. 107, SEPTEMBER 1953. Capital or Consumer Goods ? Another Phase 
of Savings. That Forty Pounds. 


Lloyds Bank Review 
No. 29, Jury 1953. The Rationale of the Social Services : W. HAGENBUCH. 
Policies and Operations of the World Bank: E. R. Buack. Trends in 
Public Finance : R. C. Tress. 
No. 30, October 1953. Next Steps in U.S. Trade Policy: H. Sten. 
Savings and Planning in Asia: G. Tyson. The British Brewing 
Industry : A. SELDON. 


Midland Bank Review 
Avucust 1953. The National Debt Examined. Business Conditions in 
Northern Ireland. 
National Provincial Bank Review 


No. 23, Aucust 1953. A Sketch of the British Shipping Industry in 1953 : 
D. F. ANDERSON. Agriculture—Policy and Prospects: H. G. HoppER. 


The Three Banks Review 
No. 19, SepremBer 1953. The Convertibility of Sterling: J. E. MEADE. 
Social Priorities and the Flow of Capital: E. Nevin. The Royds of 
Rochdale. 
Westminster Bank Review 


Avuaust 1953. On Having it Both Ways: Corin CLrarK. Numbers and 
Food: Britain’s Contribution: Honor Croome. Banking in Kent. 
Europe’s Oil Refineries. E.P.U. Carries On. The Coal Outlook. 
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The Journal of the Institute of Transport 

Vout. 25, No. 5, Jury 1953. The Framework of Public Transport with 
Special Reference to the Problems of Monopoly, Undue Size and Incentives : 
Sm R. Witson. Road Research and its Bearing on Road Transport : 
W. H. Guanvitte. The Relationship of Transport and Oil: D. H. 
Joyce. Mapping in the Service of Modern Transport Systems : E. Wisk. 

Vou. 25, No. 6, SEPTEMBER 1953. The Transport Needs of Agriculture : 
G. A. Baxter. Trends and Influences in Transport Charges: J. R. 
Pike. Shipping and Overland Transport of Vehicles: H. C. Boyze. 
Transport in Mauritius : A. JESsSoP. 


Planning 


Vou. XIX, No. 355, Aucust 1953. Progress of the Gas Turbine—a Review 
of Recent Applications. 


Town and Country Planning 


Vou. XXI, No. 112, Aucust 1953. Youth of an Old Nation. Moving 
toa New Town: P. Luoyp Jones. A Remedy for Traffic Congestion : 
F. A.A. MENZLER. Warehousing the People: JEAN MANN. Character of 
New Towns. Criticism of the London Plan: F. J. Osporn. Rural 
Housing Layouts : M. CoEswortsH and R. A. C. GREENLAND. 

Vout. XXI, No. 113, S—epTeMBER 1953. The Letchworth Jubilee. 

Vout. XXI, No. 114, OcTtoBER 1953. An Open Letter to the Enemy: P. 
Ustinov. Cement Works and the Countryside: G. G. HaytTHorn- 
THWAITE. The Letchworth Jubilee. Basildon’s Special Problems: W.G.D. 
Kwapron. Social Facilities in New Towns. Men and Landscapes: C. 
WILLIAMS-ELLIs. Compensation and Betterment: J. D. TRusTRAm 
Eve. Food from Airfields. 


Cartel 


Vot. 3, No. 5, Juty 1953. The Norwegian Price Law: P.Muntue. The 
Match-makers: R. Evety. The Future of Commodity Agreements : 
M. Tampuin. International Action on Restrictive Practices: I. The 
Committee’s Report ; II. Draft Articles of Agreement. In Beecham’s Box. 


Progress (Lever Brothers) 


Vou. 43, No. 239, Summer 1953. A Land Won from the Sea: A. VAN DER 
Ver. The Progress of the Clearing House Banks : O. Hopson. Human 
Relationships in Africa: C. Witus. The Task and Methods of the Mono- 
polies Commission : Dame A. Kitroy. Out of Working Hours: J.P. W. 
Matiatiev. On Industrial Arthritis: J. R. L. ANpERson. The 
Story of Batchelors : G. Romy. 


Hard Fibres 


No. 9, JunE 1953. World Situation. Whither Commodity Markets? 
French African Expansion. 


Statistical and Economic Review (The United Africa Company) 
No. 11, Marcu 1953. Trading in the Gambia. 


The Canadian Journal of Economics and Political Science 


Vou. 19, No. 2, May 1953. The Nolan Case: D. A. MacGrsson. Price 
Mechanism in the Market for Mortgage Loans: R. M. MacIntosu. 
The Development of British Exchange Control, 1939-45 : G. CLAYTON. 
Canada First : A Minor Party in Microcosm: G.M. HoucHam. Pro- 
ductivity in Canada: G. D. Sutton. Life Insurance Savings in Canada: 
J.V.Poarst. Full Employment on Trial: P. E. Surtan. 

Vou. 19, No. 3, Auaust 1953. The Role of the Dominion Bureau of 
Statistics ;: H. MarsHaty. Innis and Economics : W. 'T. EASTERBROOK. 
Dominion-Provincial Financial Arrangements : W.J.WaAINES. Welfare 
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and Redistribution : M. Dovatas. Toward a General Theory of Growth : 
K. E. Boutpine. The Redistribution of 1952: N. Warp. The Ideas of 
Henri Bourassa: M. P. O’CoNNELL. <A Forgotten Classic of English Life 
and Government: G. K. Lewis. A Note on Taxation and Inflation : 
B. Hicerns. 


The Economic Record 


Vou. XXIX, No. 56, May 1953. Post-war Monetary Policy in Australia : 
R. R. Hirst. A Kinked Demand Curve for Monopolistic Competition : 
R. Hreser. Consumer Credit in Australia, 1945-51: H.W. ARNpDT and 
P.S. SHRAPNEL. A Note on some Marginalist and other Explanations of 
Full Cost Price Theory: K. Larrer. ‘I'he Purposes of the International 
Monetary Fund; E.Lerpav. Strikes in Australia ; D.W.OxNaAm. 


The South African Journal of Economics 


Vou. 21, No. 2, JunE 1953. Die Wenslikheid van ’n Konsolidasiebeleid 
onder die Heersende Ekonomiese Omstandighede in die Unie van Suid- 
Africa: M. H. pg Kocrx. The Gilt-edged Market in South Africa: 
L. H. Samurets. The Klerksdorp Goldfield : J. Scott. Product Pricing 
Policy: O. P. F. Horwoop. Aspects of the British Economy and some 
Current Economic Problems : F. W. PaisuH. 


The Union of South Africa Finance and Trade Review 


Vou. 1, No. 3, Juty 1953. Industrial Development in South Africa: 
H. J. van Ecx. The South African Pound: H. W. J. WisnuHOLDs. 
Agriculture—Some Aspects of its Importance to the South African Economy : 
C. v H. pu PLEssIs. 


The Indian Economic Journal 


Vou. I, No. 1. This is the first issue of a new quarterly journal of the 
Indian Economic Association, obtainable from The Editor, The School 
of Economics and Sociology, University of Bombay, Bombay, 1. 
Capital Formation and the Five-Year Plan: J. TINBERGEN. Planning 
in Underdeveloped Countries: B.V.N.Natpu. Some Practical Problems 
of Planning: N. S. Parpasant. Equilibriwm in Macro-economics : 
J. K. Menta. Motor Force of Economic Development: V. V. Buart. 
Structure of Dynamics of an Economy and Measurement of its Changes : 
K. 8S. Rao. Monetary Standard in India: D. Bricut Srnau. 


Sankhya 

Vou. 12, Part 3, 1953. Three Arms-Races and Two Disarmaments : L. F. 
RICHARDSON. Discriminant Functions for Genetic Differentiation and 
Selection; C. R. Rao. Contribution to the Calculus of the Mathematical 
Expectation: I. Lau. Large Sample Confidence Intervals for Density 
Function Values at Percentage Points: J. E. WatsH. On Estimating 
the Parameters of Bivariate Normal Populations from Doubly and Singly 
Linearly Truncated Samples: D. Ras. A Rapid Method of Estimating 
Basal Area in Timber Survey—an Application of Integral Geometry to 
Areal Sampling Problems: M. Masuyama. Statistics: R. A. FISHER. 
The Work of the United Nations Sub-Commission on Statistical Sampling : 
F. YATES. 


Tata Quarterly 


Vou. VIII, No. 2, Aprit 1953. Government Statistics. Economic and 
Financial Review January-March 1953. Statistical Tables. 


Social and Economic Studies 


Vout. 1, No. 2, June 1953. Two Studies in Jamaican Productivity : 
G. E. Cumper. Seasonal Variation and Employment : H. D. Hucerys. 
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International Labour Review 


Vou. LXVII, No. 6, June 1953. Collective Profit-Sharing : A. VERMEULEN. 
A Technical Assistance Mission in the Andes: E. BEAGLEHOLE. In- 
dustrial Rehabilitation Units: a British Experiment: W. L. Buxton. 
Social Security Technique and Demography : F. NETTER. 

Vout. LXVIII, No. 1, Jury 1953. Migratory Movements in Underdeveloped 
Countries in Course of Industrialisation: P. Wiany. Current Problems 
and Practices in Workers’ Education: B. Guosu. Some Problems of 
Labour Inspection in European Countries : W.G.Symons. The Work of 
the I.A.E.S.T.E.: J. NEWBY. 

Vor. LXVIII, No. 2, August 1953. Population Growth and Living 
Standards : Cotin CuarK. The Order of the Companions : Revival of an 
Ancient Workers’ Association in France: J. BERNARD. The Employ- 
ment of Handicapped Workers in Industry: K. Jansson. Some Economic 
and Social Problems in Greece ; C. Etvirrpts. 


International Monetary Fund Staff Papers 


Vou. III, No. 1, Apri 1953. Imbalance of International Payments : 
R. F. Harrop. Rise in U.S. Share of World Textile Trade : G. Lovasy. 
Monetary Policy in Postwar Years: I.G. Pater. The Mexican Balance 
of Payments, 1947-50 : T. D. Sweeney. The 1951 Improvement in the 
Danish Balance of Payments : 8. C. TsIana. 


International Financial Statistics 


Vou. VI, No. 7, Juty 1953. The Dollar Value of the World’s Money 
Supply. A Review of the Canadian Balance of Payments, 1949-1952. 


Metroeconomica 


Vou. V, No. 1, Aprit 1953. A Chart of Economic Theory: G. L. S. 
SHACKLE. Some Remarks on the Marginal Rate of Substitution between 
Distance Inputs and Location Theory: W.Isarp. Possibilité d’agréga- 
tion dans le cadre de la théorie des choix: A. Natar. Une méthode 
d’élaboration de nombres-indices permanents : P. GoRRA. 


Kyklos 

Vou. VI, No. 1, 1953. American Economic Aid to Europe in Retrospect : 
H. 8. Exuis. The Role of Game Theory in Economics: M. Scuusix. 
Nouvelles méthodes pour Uétude de la conjoncture (II): A. Prater. 
Trends in United States Tariff Policies: J. KAUFMANN. A Note on the 
Theory of Investment of the Firm: K. E. Boutpina. 

Vou. VI, No. 2, 1953. Economic Issues in International Conflict: K. E. 
Boutpine. Firms with Limited Money Capital: W. J. Baumon. 
Sparen, Kapitai und Zins: Eine kritische Betrachtung : G. BERNACER. 
Economic Theory and Measurement : K.E. Boutpine. Das “ Kapital in 
allgemeinen ” und die ‘‘ Vielen Kapitalien”’ : R. Rospotsxy. LHucken’s 
Posthumous Work on Economic Policy : K.W. Kapp. 


Public Finance 
Vox. VIII, No. 3, 1953. The International and Domestic Financial Policy 
of the United Kingdom, 1953: C. F. Carter. The Levelling of the 
European Tax Systems: G. ScumM6ipErRs. T'ax Courts in Western 
Germany: A. M. Hit~Hovse and H. W. M. Copeman. Economic 
Recovery and Public Finance in Postwar Japan : T. ToKoyaMa. 


The American Economic Review 
Vou. XLIII, No. 3, June 1953. Some Notes on Multiplier Theory : 
R. Turvey. Comparability of Labor Capacities of Farm and Non-farm 
Labor: D. G. Jounson. Futures Trading and Hedging : H. Workina. 
Economics of Higher Education: 8. E. Harris. 
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The Annals of the American Academy of Political and Social Science 


Vou. 288, Jury 1953. NATO and World Peace. 
Vou. 289, SEPTEMBER 1953. Congress and Foreign Relations. 


The Quarterly Journal of Economics 


Vout. LXVII, No. 3, Aueust 1953. Scarce Capital and Soviet Doctrine : 
G. Grossman. Marketing Structure and Economic Development: R. M. 
Hotton. Js Group Choice a Part of Economics?: B. W. Attn. 
The British Approach to Monopoly Control: C. D. Harsury and L. J. 
Raskinp. Profit Theory—Where do we go from here?: P. L. Brrn- 
STEIN. The Huguenots in the French Economy, 1650-1750: W. C. 
ScovitLE. Japanese Industry Since the War: G. Rosen. 


The Journal of Political Economy 


Vou. LXI, No. 3, JunE 1953. Innis on Canadian Economic Development : 
W. A. Macxkintoso. 'he Role of Cities in the Economic Growth of 
Underdeveloped Countries: B. F. Hosrtrrz. The Role of Speculation 
in French Foreign-Exchange Crises: H. C. Eastman. Democracy in 
Labor Unions: J. Sr1pman. The Authorship of Economic Articles in the 
Edinburgh Review, 1802-47 : F. W. FetTTer. 

Vou. LXI, No. 4, Auaust 1953. Choice, Chance, and the Personal Distribu- 
tion of Income: M. Fr1eEpMANn. Stalin’s Last Testament and the Outlook 
for Kolkhozy during the Succession: L. Voutn. On Incidence: R. A. 
MusGRAvE. Unemployment, Unrest, and Relief in the United States 
during the Depression of 1893-97: S. Bezneck. Wage Effects in the 
Theory of the Labor Movement : 8. RoTTENBERG. 


The Review of Economics and Statistics 


Vout. XXXV, No. 2, May 1953. Linear Programming: J. CHIPMAN. 
Monetary Policy and the Management of the Public Debt: The Patman 
Inquiry: J. Tosrn. The Banking Income Dilemma: R. E. SPEAGLE 
and L. StrvermMan. The Llasticity of Substitution of Gas with Respect 
to Other Fuels in the United States : J. B. VERMETTEN and J. PLANTINGA. 
War Damage Insurance: J. Hrirsuietrer. United States Foreign 
Investment and Dollar Shortage : E. Buocu. Bread and the Soviet Fiscal 
System : J. COOGAN. 

VoL. XXXV, No. 3, Aucust 1953. The Process of Capital Formation in 
Inventories and the Vertical Propagation of Business Cycles : R. P. Mack. 
Fabianism Revisited : Introduction: 8. E. Harris. Appraisals of New 
Fabian Essays: A. Scuitesincer, 8S. H. Berr, J. K. Gavtpraira and 
D. McC. Wricut. Endogenous and Exogenous Investment in Macro- 
Economic Models: G. H. Fisher. Regarding the Determinants of Union 
Wage Policy: C. M. Stevens. Food Prices and Ration Scale in the 
Ukraine, 1946: L. A. Sknocn. The Canadian Dollar: A Fluctuating 
Currency : 8.1. Karz. 


Econometrica 


Vou. 21, No. 2, Aprit 1953. Capital Accumulation and Efficient Allocation 
of Resources: E. Mattnvaup. L’Extension des Théories de lV Equilibre 
Economique Général et du Rendement Social au Cas du Risque : M. Auxats. 
An Axiomatic Approach to Measurable Utility: I. N. Herstern and J. 
Mitnor. A Dynaiiric Model: Part II: Actual Model Structures and 
Numerical Resulis: J. L. Hottey. Effects on Demand of Changes in the 
Distribution of Income: K. Borcu. Four Alternative Policies to Restore 
Balance of Payments Equilibrium—a Comment and an Extension: J. 
TINBERGEN and H. M. A. VAN DER WERFF. 

Vou. 21, No. 3, Jury 1953. Comptabilité Nationale et Tableaux Econo- 

miques: KR. Mercier. Goodwin's Nonlinear Theory of the Business 

Cycle : An Electro-Analog Solution : R. H. Strotz, J.C. McANnuuty and 

J.B. Natnes. Balanced Growth under Constant Returns to Scale: R. M. 

Sotow and P. A.Samuretson. Negro—White Savings Differentials and the 

Consumption Function Problem: L. R. Kuen and H. W. Mooney. 
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Journal of the American Statistical Association 

Vou. 48, No. 262, June 1953. Wesley Clair Mitchell: The Economic 
Scientist: A. A. BertE. The Velocity of Time Deposits: G. Garvy. 
Changes in the Functional Distribution of Income: J. BURKHEAD. The 
Post-Enumeration Survey of the 1950 Census : A Case History in Survey 
Design: E. S. Marks, W. P. Mautpin and H. Nissetson. On the Dis- 
tinction Between Enumerative and Analytic Surveys: W. E. Demine. 
Confidence Intervals for the Number Showing a Certain Characteristic in a 
Population when Sampling is Without Replacement: L. Katz. The 
Up-and-Down Method with Small Samples: K. A. Browntzeg, J. L. 
Hopegrs and K. Rosensuatrr. Designing Single-Sampling Inspection 
Plans when the Sample Size is Fixed: A. Gotus. On Errors in Matrix 
Inversion: P. 8S. Dwyer and F. V. Waucu. A Multiple Growp Least 
Squares’ Problem and the Significance of the Associated Orthogonal 
Polynomials : B. F. KimBauu. Estimation of the Parameters of Type III 
Populations from Truncated Samples : D. Rag. 

Vox. 48, No. 263, SePTEMBER 1953. Measuring the Accuracy and Structure 
of Businessmen’s Expectations: R. FERBER. Electronic Computation 
in Economic Statistics: J. A. C. Brown, H. 8S. HouTHAKKER and S&S. J. 
Prats. The Elements of an Industrial Classification Policy: W. R. 
Simmons. Eaperimental Designs and Probability Sampling in Marketing 
Research: M. E. Brunk and W. T. FEepERER. Improving National 
Marriage and Divorce Statistics: H. Carter. Sampling the Federal 
Old-Age and Survivors Insurance Records: B. J. MANDEL. Statistics 
in Chemical Experimentation: C. Danteu. Life Testing: B. Erste 
and M. SoBet. Methods of Measuring Useful Life of Equipment Under 
Operational Conditions: L. A. GoopmMan. On Some Procedures for 
the Rejection of Suspected Data: E. P. Kine. On the Use of Ranges, 
Cross-Ranges and Extremes in Comparing Small Samples : H. HyRentvs. 
The Distribution of the Product of Ranges in Samples from a Rectangular 
Population: P. R. Riper. Confidence and Tolerance Intervals for the 
Normal Distribution: F. Proscuan. A Statistically Precise and Rela- 
tively Simple Method of Estimating the Bio-Assay with Quantal Response, 
Based on the Logistic Function: J. BeRKson. Critical Values of the 
Log-Normal Distribution: J. Mosuman. The Partition of Error in 
Randomized Blocks : O. KEMPpTHORNE and W. D. Barcuay. 


The Journal of Economic History 
Vou. XITI, No. 2, Sprine 1953. The Land-Bank System in the American 
Colonies : T. THAYER. Labor Policies of the General Managers’ Associa- 
tion of Chicago, 1886-1894: D. L. McMurry. Industrial Emigration 
in Early Victorian Britain : W.8. SHEPPERSON. 
Industrial and Labor Relations Review 
Vou. 6, No. 4, Juty 1953. Industrial Safety and Health in the United 
States: H. and A. Somers. Communication in Industry : a Cure for 
Conflict ?: P. Picors. Insight and Illusion in Perlman’s Theory of the 
Labor Movement: C. A. Gutick and M. K. Bers. The Problem of 
Structure in the Knights of Labor: W.C. Brrpsauu. Presidential Seizures 
in Labor Disputes : F. M. KLEILtER. Pressures on an Employers’ Associa- 
tion in Collective Bargaining : G.G. Somers. Economic Effects of Collec- 
tive Bargaining : J.C. WELDON. 
Vou. 7, No. 1, OcToBER 1953. Shop Society and the Union: J. KovNER 
and H. J. Lanne. The Taft—Hartley Act in National Emergency Dis- 
putes: D. E. Cutten. Workmen’s Compensation: Unfulfilled Promise : 
H. and A. Somers. The Anomalies of Workmen’s Compensation : 8. B. 
Biacx. A Policy Decision for Workmen’s Compensation : J. PoLLACcK. 
Workmen’s Compensation and Private Benefit Programs: D. M. Mac- 
IntTyRE. Federation of the Railroad Brotherhoods, 1889-1894: D. L. 
McMurry. The Interindustry Wage Structure and Productivity: F. 
Meyers and R. L. Bowtsy. Concepts in the Measurement of Human 
Application: S. Barkin. Economic Estimation in Minimum Wage 
Administration : 8. RoTTENBERG. 
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The Southern Economic Journal 


Vou. XX, No. 1, Jury 1953. The Significance for American Policy of 
British Reserve Losses in 1951-1952: KR. M. Havens. Principal 
Contributions to Interest Rate Theory Since Keynes’s General Theory: 
W.A.L.Covurtsorn. Interest Rate Movements Since 1940 : J.D. DAANE. 
Economic Ideas in Contemporary Literature—the Novels of Thomas 
Wolfe: W.F. Kennepy. Industry-Mix and Wage Rates in Kentucky : 
J.L.Jonnson. Trade Unionism and Full Employment : W.G. BRoExt. 
Public Opinion and the Union Shop : B. Aaron. 


Harvard Business Review 


Vor. 31, No. 3, May-June 1953. A Proposal to American Business. 
Analysis of Stock Ownership : W.L. Crum. Hzxecutive Compensation in 
Small Companies: J. M. Rosow. Television for Business Meetings : 
V. M. Ratner. Advertising Copy—Hit or Miss?: L. C. Keyes. 
Competition in the Capital Markets: P. L. Howetyt. What the Worker 
Really Thinks of his Union: L. R. Saytes and G. Strauss. The 
Continuous Contract: New Basis for Labor Relations: J. W. TEELE. 
Department Store Expense Control : M. P. McNatr and E. G. May. 
Vou. 31, No. 4, Juty—Auaust 1953. Our Defense Program: H. W. 
Batpwin. Industry bids for Atomic Power: J.W.Irnwtn. The Bankers’ 
Dilemma: R. P. CuapmMan. Arbitrating Industrial Efficiency: A. H. 
Myers. Vertical Integration in the Oil Industry: J. 8. Cross. Air 
Freight—New Potentials for Industry: J.C. Emery. More Psychology 
in Selling: R. C. BrRewstTER. Operations Research for Management : 
C.C. HERRMANN and J. F.Macer. Half a Foreign Policy: G. CowLzs. 
How Restrictive are U.S. Tariffs and Quotas ?: J. F. CHAPMAN. 


Foreign Affairs 


Vot. 31, No. 4, Juty 1953. Atomic Weapons and American Policy: J.R. 
OPPENHEIMER. Will Britain and America Split in Asia?: G.F.Hupson. 
The Struggle for the Soviet Succession: B. D. Wotre. The Soviet 
Economy Outpaces the West: P. Wites. Canada’s Northern Horizon : 
L. B. Pearson. LExcesses of Self-Deterinination: C. Eacteton. The 
Suez: International Roadway: A. SIEGFRIED. The Mediterranean: 
Pivot of Peace and War: W.G. East. New Zealand and the New 
Pacific: L. K. Munro. Spain in Western Defense: L. FERNSWORTH. 
The Future of the Ryukyus : J. W. BALLANTINE. 

Vout. 32, No. 1, OcroBER 1953. The Bricker Amendment and Authority 
Over Foreign Affairs: A. H. Dean. The Kremlin’s Foreign Policy 
Since Stalin: P. E. Mosgty. Locarno Again: B. Dexter. The 
Grand Alliance Hesitates: H. F. Armstrone. German Rearmament : 
Hopes and Fears: A. VON DEM BusscHE. Kenya, the Land and Mau 
Mau: D. Wuittitresey. ‘ Territorial War”: The New Concept of 
Resistance: D. KvepvEer. Self-Help and ‘ Helpfulness” in British- 
American Trade: R. F. Harrop. The Rebirth of North Norway: J.J. 
Tgeau. Soviet Colonialism in C ntral Asia: O.Caror. Class Stratifica- 
tions in the Soviet Union : W. W. KUuLsKI. 





Soc.al Research 


Vou. 20. No. 2, Summer 1953. The Development of Dewey’s Evolutionary 
Naturalism: S. Ratner. The Formation of the Swiss Democracy : 
J. Wvyter. A Critique of Cybernetics: H. Jonas. Collectivism in 
Indonesian Society: J. M. vaAN DER Kroger. Infant Mortality and 
Longevity : C. ALEXANDER. Breviary of Hate: J. MARITAIN. 


Journal of Farm Economics 


Vout. XXXV, No. 3, August 1953. Freedom and Security as Policy 
Objectives: E. J. Lona. Factors Affecting the Accuracy of Price Fore- 
casts: K. A. Fox. Productivity and Substitution Coefficients in Pork 
Output: E. Heapy, R. Woopwortsu, D. Catron and G. ASHTON. 
Price Expectations and Production Plans : W.F.Wrtiurams. The Integra- 
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tion Process and Agricultural Problems: S. L. McDonatp. The 
** Labor Vacuum ” and Cotton Mechanization : J.H.StrREEtT. Hedging— 
How Effective is it? : T. F. Grar. 


Economic Geography 


Vout. 29, No, 3, Juty 1953. Regional Research—Emerging Concepts and 
Techniques in the Field of Geography: E. A. ACKERMAN. Changing the 
Map of the Soviet Union: G. B. Cressey. Settlement Control Beats Flood 
Control: W. M. Kottmorcen. Economic Regions of Chota Nagpur, 
Bihar, India: P. P. Karan. Uruguay’s Agricultural Problems: R. H. 
Firzeisson. Percentage Dot Maps: J. R. Mackay. Petroleum in the 
Soviet Union: An Appraisal of a Recent German Study: 8S. R. 
ABRAHAMSON. 

Land Economics 


Vout. XXIX, No. 3, Aucust 1953. A Great Myth: The Russian Granary : 
E. Trvuoc and D. T. Prontrn. The High Cost of Economic Development : 
II: M. BRonFENBRENNER. Land Reform and Politics in Czecho- 
slovakia: K. Huuicxa. Accelerated Amortization and Regulatory 
Policy: E. Neuner. Economic Possibilities of the Public Domain : 
M. Crawson. The Revested Oregon and California Railroad Grant 
Lands: W. C. Batuatne. Mechanics of the Urban Economic Base : 
Problem of Terminology: R. B. ANDREWS. Housing Rent in Soviet 
Russia: M. F. Parkins. Aftermath of Shelley Versus Kraemer on 
Residential Restriction by Race: B. T. McGraw and G. B. NEssirr. 


The Journal of Accountancy 


Vou. 96, No. 1, Jury 1953. New Developments in Auditing by Independent 
CPAs: A.R.JENNiINGS. Creep: R.L.Drxon. New Records Clause in 
Cost-Type Defense Contracts: H. W. Wricut. Inventory Accounting 
for Atomic Energy Process Materials: E. Hatu. Installing Book- 
keeping System and Equipment for New Client: A.H. Buatr. Tazxability 
of Prepayments in U.S., Canada and Britain : M. Prerce. 

Vou. 96, No. 2, Auaust 1953. What They (Economists) Say about Us 
(Accountants): J.L.Donr. Dissent from Current Practice in Accounting 
for Stock Dividends: E. B. Witcox. Survey of Presently Available 
Electronic Computers : G.G. JEwetT. Problems in Loan Agreements with 
Unclear Restrictive Clauses: R. Batpwin. Using Client’s Personnel 
to Save Audit Time: J. W. Porter. How Direct Costing Works for 
Small Manufacturer: O.Nrtetson. Estate and Trust Taxation from CPA’s 
Point of View: C. M. Mortensen. Emphasis on Reporting Could 
Settle Income Statement Dispute: R. K. Mautz. 

Vou. 96, No. 3, SEPTEMBER 1953. How CPA Exam is Created, Administered 
and Graded: H. W. Bevis. CPA’s Difficulty in Expressing Opinion 
on Cash-basis Statement: G. Hitt. Property Utilization and Accounting 
in Federal Government: W.E.Katon. Auditing Organizations Handling 
Escrow Agreements: F. Barker. U.S. Supreme Court Decisions on 
Public Utility Depreciation: 8. Davipson. Statistical Techniques for 
Auditing Need Deeper Study : R. W. JOHNSON. 


Revue d’ Economie Politique 


Vou. 63, No. 3, May—JuNE 1953. Salaires et inflation depuis la seconde 
guerre mondiale: R. Gortz-Grrey. Les critéres d’appréciation du bien- 
étre économique: P. Rousseaux. L’optimum d’investissement: P-M. 
PRADEL. 

Vout. 63, No. 4-5, Juty—Octoser 1953. La France économique en 1952. 
La situation démographique de la France: L. Henry. L’évolution des 
prix: KR. Dumas. Le revenu national: R. Froment. L’Union 
frangaise doutremer: J. Perirer. Législation et politique fiscales : 
C-A.CotitiarD. Le Budget,la Trésorerie, la Dette publique : P. CouLBots. 
Le marché de l’argent a court terme et le marché des changes : F. MOLtIEexe. 
Les caisses d’épargne: J. Mititet. Les émissions: P. Haour. La 
bourse des valeurs : J. DESSIRIER. Les assurances: J. FOURASTIE. 
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Revue Economique 


Vou. IV, No. 2, Marcu 1953. L’exemple de la Norvége: P. KiEppr. 
Planification et liberté en Grande-Bretagne: T. E. M. McKrrtericx. 
Planism frangais et démocratie: L-R. Franck. L’exemple de la Suéde : 
R. Sterner. L’expérience des Pays-Bas: J. TINBERGEN. L’attitude 
des Etats-Unis : R. G. TUGWELL. 

Vou. IV, No. 3, May 1953. L’inegalité dans le grandeur des villes et ses 
corrélations économiques: G. WtpmeER. Fluctuations de Il’ Economie 
Politique: E.Tretuac. Rapport sur le concours dagrégation des Facultés 
de Droit: A. Prettre. Les schémas du comportement: P.Navitre. La 
pensée économique en France: P. DIETERLEN. La situation économique : 
L-A. VINcENT and G. MaTruys. 

Vot. IV, No. 4, Jury 1953. Interférence du crédit public ct du crédit privé 
dans les nouvelles techniques bancaires: P. AyMarRD. Intégration et 
diversification des entreprises: S. WickHaM. Fluctuations de l’ Economie 
Politique: E. Tettuac. Le financement des guerres napoléoniennes : 
J.GABILLARD. La situation économique: L-A. VINCENT and G. Matruys. 


Economie Appliquée 

Vou. V. No. 4, OctoBeR—-DEcEMBER 1952. L’Avantage Collectif. The 
Contribution of Welfare Theories to the Normative Policy Theory: B. DE 
JOUVENEL. The Modern Theory of Welfare Economics: P. StTREETEN. 
Welfare Economics: I. M. D. Littte. The Rationality Principle in 
Collective Decisions: K. J. ARRow. Some Views on the Old Problem of 
Welfare Economics in the Light of Recent Developments: G. NYBLEN. 
The Theories of Public Interest and the Logical Problems of Aggregation : 
G. T. Guimtspaup. Economic Calculus in Brazilian Investment Plans: 
L. Buquet. Monetary Circuit and Welfare Economics : G. BERNAGER. 
Investment : Practice and Philosophy: P. Masst. Economic Value, 
Political Value and Social Value: J. AKERMAN. 

Vou. VI, No. 1, JANUARY—MarcuH 1953. La Zone Sterling. The British 
Economy since the War: G. Rotrtrer. Comments: A. T. PEacock 
and T. E. M. McKirrericx. The British Coal and Steel Industries : 
E. Listx. The External Payments of the United Kingdom, 1945-1982 : 
M. Niveau and G. Rorrrer; Comments: A.C. L. Day. The Organiza- 
tion of the Sterling Area and the International Role of the Pound: M. 
NIvEAU; Comments: P. Barreavu. Note on British Investments in the 
Sterling Area: E. Liste; Comments: J.S8. G. Witson. 


Annales de Sciences Economiques Appliquées 

Vor. 11, No. 2, May 1953. Apergu de la conjoncture économique en Bel- 
gique. Les fins humaines de Véconomie: A. Pretrre. Productivité et 
organisation: R. WEINMANN. Le conseil des institutions de crédit: 
O. J. BRONCHART. 

Vot. 11, No. 3, Juty 1953. La hiérarchie dans la structure de l’entreprise : 
U. Vass. La convention entre les Etats-Unis et la Belgique pour éviter la 
double imposition et prévenir l’évasion fiscale en matiére d’impéts sur les 
revenus, avec préface de M. L. Jacquet : 8S. NUSBAUM. 


Revue de Science et de Législation Financiéres 

Vout. XLV, No. 3, Juty-SEPTEMBER 1953. Le prix de l’or et la converti- 
bilité des monnaies : M. A. Kriz. Politique fiscale et budget national en 
Grande-Bretagne: A.T. Peacock. Temps et impéts : la double imposition 
dans le temps: F. Trivoux. La nature de l’activité financiére: C. 
Coscrani. Les finances de la ville de Paris dans le cadre des finances 
locales frangaises: A. Voss. Problémes dactualité budgétaire et fiscale en 
Allemagne Occidentale : F. NEUMARK. 


Revue de l’ Institut de Sociologie 
No. 4, 1952. Le premier livre de J. M. Keynes, vu aprés quarante ans: 
La monnaie et les finances de l’ Inde (1913), ou, La théorie monétaire et 
Vétalon-or a la veille de la premiére guerre mondiale: P. LAMBERT. Notes 
critiques relatives a la sociologie de la technique : H. JANNE. 
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No. 1, 1953. Une nouvelle notion déquilibre économique: Véquilibre 
total: P. L. Reynaup. L’évolution de la politique indigéne au Congo 
Belge et au Ruanda Urundi: G. VAN DER KERKEN. Notes conjointes 
sur le fait constitutionel et sur le phénoméne constitutionnel : V. CRABBE. 


Journal de la Société de Statistique de Paris 
Vout. 94, Nos. 4, 5, 6, Apri, May, JUNE 1953. Le mouvement brownoide de 
Vhomme et des animaux : P. VENDRYES and R. MALTERRE. Les licux de 
travail et zones d'habitation du département de la Seine: L. Fiaus. 
Application des méthodes statistiques aux problémes de la gestion des 
patrimoines immobiliers : M. HERMITTE. 


Bulletin de L’ Institut de Recherches Economiques et Sociales 


Vou. XIX, No. 5, Aucust 1953. Contribution a Vétude de la maturité 
économique : L. DUQUESNE DE LA VINELLE. L’écart inflatoire dans une 
économie planifée du type soviétique : A. ROMANIUK and J. DE GROOTE. 
La productivité aux Etats-Unis, sa mesure et son interprétation : M. p’URSEL. 

VoL. XIX, No. 6, SzEPTEMBER 1953. La conjoncture économique de la 
Belgique: L-H. Dupriez. Statistiques économiques courantes. 


Schmollers Jahrbuch 

Vou. 73, No. 2, 1953. Die Theorien der Produktion, des Preises und der 
Verteilung bei J. H. von Thiinen. Analyse seines Werkes unter verdnder- 
tem Blickpunkt: W. ENcrtHarpt. Die Strukturanalyse des wirt- 
schaftlichen Kreislaufes (II). Ein Beitrag zur Dogmengeschichte der 
Kreislauftheorie : G. Mancotp. Zur Problematik der Sowjetwirtschaft : 
K. AMMON. 

Vou. 73, No. 3, 1953. Das Rdtsel ‘‘ Volkswirtschaft”: M. Krotu. Die 
Unternehmerfunktion als sozialethisches Problem: A. ScuOrKE. Kon- 
junkturpolitik und Wirtschaftsordnung : O. Kraus. 

Vou. 73, No. 4, 1953. Wettbewerb in West und Ost: M. METZzNER. Die 
zeitlichen Verdénderungen im Bilde von Eheschliessung : Geburt und Tod 
bei modernen Vélkern: F. Betow. Der richtige und gerechte Lohn : 
H. ScHAcK. 

Vou. 73, No. 5, 1953. Gewerberstruktur und Gewerbepolitik in europdischer 
Sicht: W. Werner. Keynes’ Liquiditétspraeferenz: G. BERNACER. 
Ehe und Ehezerriittung, Geburten, Bevikerlungsgrésse und Eliteschwund : 
R. v. UNGERN-STERNBERG. 


Wirtschaftsdienst (In German with English Air Mail Digest) 


Vou. 33, No. 6, JuNE 1953. Do You Approve of our Electoral System ? : 
Fundamentals of Electoral Systems: R. Laun. The Social Structure and 
the Electoral Order. M.Freunp. The Scope and Functions of Individual 
Insurance and Social Insurance: W. Maur. The Question of Liability 
for Debts with which Confiscated German Property Abroad is Encumbered : 
G. CzaPskI. 

Vou. 33, No. 7, Juty 1953. Cost-of-Building Contributions, Tenants’ 
Loans, Key Moneys. Will the High Authority Invest in Germany? : 
H. Kausirzer. Ways and Limits of Reducing Export-Promotion Measures : 
W. Gatz. The Socially Responsible Market Economy : V. E. PREUSKER. 
The Situation at the German Shipyards: H. MoRGENBESSER. Conditions 
and Sales Prospects in the West German Television Industry: A. F. 
EILKEN. 

Vou. 33, No. 8, Auaust 1953. Branded Goods and the Market Economy : 
L. BERGHANDLER. Brand Name and Price as Guides for Consumer 
Purchases: J.E.ScHWENZNER. Advertising Discussed: W.Dresitscu. 
Branded Goods and their Economic Problems : R. HENzLER. Problems of 
Horizontal and Vertical Price Maintenance: K. C. BEHRENS and W-D. 
Brecker. Advertising and Branded Goods: J. H. Scumipt. The 
Economic Programme of the Christian Democratic Union: F. HEtuwia. 
Private Ownership and Efficiency Competition : Foundation Stones of Econo- 
mic Freedom and Social Security : W. STEINMETZ. 
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Vou. 33, No. 9, SEPTEMBER 1953. New Passenger Service by German 
Merchant Shipping. The Rehabilitation of German Merchant Shipping 
(I): R. Sréprer. Inland Shipping in the Federal Republic: P. Zrt- 
HORN. The Competitive Situation Between the German Railways and 
Other Carriers: L. BRanpt. Air Freight Incidence and Export Volume : 
J. Waaner. The Radio Industry in Western Germany: F. HuHLE. 


Wirtschaft und Statistik 


Vou. 5, No. 6, June 1953. Die amiliche Statistik im Dienste der 
Produktivitdtsmessuug: G. First. Die Einfuhr der Bundesrepublik 
Deutschland und West-Berlins 1951 und 1952: P.Scumipt and J. Gtn- 
THER. Der Erzeugerpreisindex industrieller Produkte : H. BRANDNER. 

Vou. 5, No. 7, Juty 1953. Betriebskennzeichnung durch Betriebsnum- 
mern: W. SxreBE. Hine LErwerbstdtigkeitstafel fiir das ménnliche 
Geschlecht: K. Horstmann. Das Lohngefiige in der Bundesrepublik : 
P. DENEFFE. 

Vot. 5, No. 8, Auaust 1953. Die Erfolgsrechnungen der Aktiengesellschaf- 
ten fiir die Jahre 1949, 1950 und 1951: K. Herrmann. Die Ausfuhr 
der Bundesrepublik Deutschland und West-Berlins 1952 : P. Scumript and 
J. GUNTHER. 

Vou. 5, No. 9, SEPTEMBER 1953. Die Wahl zum 2. Deutschen Bundestag 
am 6 September 1953 : K. Horstmann. Das Sozialprodukt im 1 Halbjahr 
1953 und im Marshallplanjahr 1952/3: O. Scudrry. Der Zusammen- 
hang zwischen dem betrieblichen Rechnungswesen und der Sozialprodukts- 
berechnung: K. H. RaaBe. Die Gréssenklassenglicderung der Arbeits- 
stdtten nach der Zadhl der Beschaftigten: W. ANTON. Das Ergebnis der 
Bautdtigkeit im Jahr 1952 : P. DENEFFE. 


Jahrbiicher fiir Nationalékonomie und Statistik 


Vou. 165, No. 4, Juty 1953. Der Kapitalbegriff und die newere Theorie : 
E. PREIsER. Ansdtze zu einer internationalen Wirtschafispolitik : H. 
MEINHOLD. Market Theory of Walras and Marshall: E. F. Bracu. 
Zur Axiomatik der modernen Wirtschaftstheorie : H. PETER. 


Zeitschrift fiir Die Gesamte Staatswissenschaft 
Vou. 109, No. 3, 1953. Typus und Gesetz. Von Grenzen erkenntnistheor- 
etischer Methoden : O. VON ZWIEDINECK-SUDENHORST. Die 6ffentlichen 
Unternehmen und ihre wirtschaftspolitischen Aufgaben : A. TAUTSCHER. 
Soziolékologie—Eine Methode der Gemeinde-forschung in den Vereinigten 
Staaten von Amerika: W. C. LeumMann. Die Aufgabenstellung der 
empirischen Wirtschaftsforschung : A. WISSLER. 


Allgemeines Statistisches Archiv 

Vou. 37, No. 1, 1953. Marktforschung im industriellen Betrieb: H. 
Stirzer. Die Stadtregion: O. Boustept. Die Obstertragsstatistik und 
ihre Reform: H. Wirta. Uber den Schwersten Wert T.: G. MENGES. 
Wahlergbnisse fiir Altersgruppen : K. Mouu. 

Vol. 37, No. 2, 1953. Marketing Research : E.Jurxat. Der Aussenhandel 
im internationalen Vergleich: G. BucuErt. Zur Berechnung des 
Masseneinkommens: H. Spruker. Berechnung und Aussagewert des 
Masseneinkommens: H. ScHLESINGER. LHinwirkungsméglichkeiten der 
amtlichen Statistik auf die Offentlichkeit : H.H.Statwaxp.° Beschaffung, 
Lagerung, Absatz und Kosten des Einzelhandels: YU. Hossze. Der 
EHinsatz der LogAbax-Statistik- und Buchungsmaschine bei der Aufbereitung 
der Einkommensteuerstatistik 1950 : R. GIEHL. 


Bayern in Zahlen 
Vou. 7, No. 7, Juty 1953. Verbrauchsbefragung im léndlichen Haushalt : 
H. Scumucker. Die kinderarmen und die kinderreichen Haushaliungen 
in Bayern: A. VoELcKER. Khe, Geburt und Tod in Bayern 1982: 
W. Marer. Das Personal der bayerischen Gebietskirperschaften: R. 
ScHNEIDER. Der Wohnungsbau in Bayern: H. Krestinc. Wahlergeb- 
nisse in den bayerischen Bundeswahlkreisen : R. SCHACHTNER. 
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Vou. 7, No. 8, AuGust 1953. Bayerns Sozialprodukt im Jahre 1952. Die 
iibertragbaren Krankheiten in Bayern 1952: C. Mtute. Die Rinder- 
und Schweinebestinde Bayerns Mitte 1953: F.IttnEr. Die bayerische 
Wirtschaft um die Jahresmitte 1953 : H. Ranz. 


Vierteljahrshefte zur Wirtschaftsforschung 


No. 2, 1953. Zur konjunkturellen Situation: A. WisstER. Die Ergeb- 
nisse der vierteljéhrlichen Volkswirtschaftlichen Gesamtrechnung fiir die 
Bundesrepublik. Erstes Quartal 1953: F. Grinic and H. ScHIMMLER. 
Versuch einer Volkswirtschaftlichen Input-Output-Rechnung fiir die 
Bundesrepublik : F. Grinic. Modellrechnung fiir den ‘* Output” der 
westdeutschen Industrie: K.G. MAauNKE. Methodik des Internationalen 
Kaufkraftvergleichs: B. Gurrrze. Kaufkraftvergleich Westdeutschland- 
Frankreich : M. Nicowas. 

No. 3, 1953. Zur konjunkturellen Situation : H. MartTe.t and I. RrecKEnN- 
BERG. Die Ergebnisse der vierteljdhrlichen Volkswirtschaftlichen Gesam- 
trechnung fiir die Bundesrepublik : Zweites Quartal 1953: F. Grinic 
and H. Scutmmter. Die gegenwdrtige jahreszeitliche Arbeitslosigkeit in 
den industriellen Berufen : T. BOLLE. 


Europa Archiv 


Vou. 8, No. 13, Juty 1953. Probleme der Franzésischen Union: R-J. 
Guiton. Wirtschafts- und Organisationspolitik im west-europdischen 
Kohlenbergbau bis zur Errichtung der Montanunion : P. WrEt. 

Vout. 8, No. 14-15, Juty—Aueust 1953. Die verfassungsrechiliche Ent- 
wicklung Jugoslawiens in westlicher Sicht: L. ScuuxttTz. Die Bedeutung 
des neuen jugoslawischen Verfassungsgesetzes in jugoslawischer Sicht : 
J. DsorpsEvic. Probleme der Franzésischen Union: VI. Tunesien: 
R-J. GuirrTon. 

Vou. 8, No. 16, Aucust 1953. Aufgaben und Probleme der Europafors- 
chung: T. Streutzer. Deutschland im Netz der Europastrassen: R. 
LAUBERT. 

Vou. 8, No. 17, SepreMBER 1953. Probleme der Franzésischen Union: 
VII. Marokko, Aequatorial- und Westafrika, Madagaskar: R-J.GutIrron. 
Entwicklung und Lage der Wohnungswirtschaft in der sowjetischen 
Besatzungszone 1945 bis 1953 : D. FABER. 

Vou. 8, No. 18, SEPTEMBER 1953. Der Aufbau der Verwaltung in der 
T'schechoslowakei Das System der Nationalausschiisse : H. SLAPNICKA. 


Weltwirtschaftliches Archiv 


Vout. 70, No. 2, 1953. Gleichschritt der Banken: H. Mort uer. 
Forest Rotation—A Contribution to the Theory of Optimum Investment 
Period: H. Dickson. Akzelerationsprinzip und Importneigung: H. 
GierscH. The Income Surplus Theory of Capital Accumulation: An 
Unfriendly Appraisal: D. DEwEy. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung 


Vou. XXVI, No. 6, June 1953. Die wirtschaftliche Lage in Osterreich. 
Osterreichs Erdélverbrauch seit dem Kriege. Die Liberalisierung der 
ésterreichischen Einfuhr. 

Vou. XXVI, No. 7, Juty 1953. Die wirtschaftliche Lage in Osterreich. 

Vou. XXVI, No. 8, Aucust 1953. Ostreichs Wirtschaft vor Beginn der 
Herbstsaison 1953. Der Mineraldiingerverbrauch im Jahre 1952-53. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik 


Vou. 89, No. 3, June 1953. Zollprobleme und deren quantitative Beurteil- 
ungsméglichkeiten im internationalen Vergleich: F. Brtow. Die gesell- 
schaftliche funktion des Fiihrers in elementaren Gruppenbeziehungen : E. 
STAUFFER. 

Vor. 89, No. 4, Aucust 1953. Les tendances actuelles du Marché des 
Capitaux: J. Gotay. Das Anlageproblem: E. Rorstx. Uber den 
Erkenntniswert der Statistik des Kapitalmarktes ; E, ACKERMANN. 
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Aussenwirtschaft 

Vou. 8, No. 1, Marcu 1953. Betrachtungen zur Aussenwirtschaftspolitik : 
H. Bacuman and A. BossHarptT. Die Konvertibilitadt des englischen 
Pfundes: H. BacumMann and F. Lttrontr. Konvertibilitét und Euro. 
pdische Zahlungsunion: E. Kine. Féderung des Zahlungsbilanzaus.- 
gleichs durch Ausbau des EZU-Mechanismus : E. HEvuss. 

Vou. 8, No. 2, JuNE 1953. Betrachtungen zur Aussenwirtschaftspolitik : H, 
BacHuMANN, A. BossHArptT and F. Lutoutr. Probleme der westeuropdischen 
Landwirtschaftsintegration: FE. Ktne. Die Abkommen iiber die deutschen 
Auslandsschulden: H. ALLENSPACH. Aus der Tdtigkeit des Schweizerischen 
Instituts fiir aussenwirtschafts- und Marktforschung in Jahre 1952: W. 
Hoa. 

De Economist 

No. 12, 1952. Jubilewmnummer 1852-1952. J. L. de Bruyn Kops: 
P. Hennipman. Honderd jaar goede bedoelingen: H. W. LamBsrs, 
Honderd jaar theoretische economie: F. DE Vries. Hondered jaar geld- 
en bankwezen: G. M. VerRRIJN STUART. Conjunctuurtheorie en con- 
junctuurpolitiek in honderd jaren van De Economist: P. B. KREUKNIET. 
Phoenix vrijhandel ; van jet naieve naar het critische vrijhandelsstandpunt : 
F. J. pe Jone. Honderd jaar openbare financién: C. GoEDHART. 
Nederlands-Indié in de Economist: T. LictHart. De Economist en het 
sociale vraagstuk : J. TINBERGEN. 

No. 6, JUNE 1953. De huidige positie van het aandeel als beleggingsobject : 
J.C. Brezet. LEmigratie als bijdrage tot vermindering van den bevolkings- 
druk in Nederland: II: G. T. J. Detrcaauw. Opmerkingen en 
Aantekeningen : W. L. VALK. 

No. 7-8, Juty—Avueust 1953. Geldwaarde-theorie als dynamisch probleem : 
F.pE Roos. De instabiliteit van de exportmarkten der minder ontwikkelde 
landen : G. GREIDANUS. 

No. 9, SEPTEMBER 1953. Het Sterling-gebied: E. P. M. TERVOOREN. 
De ontwikkeling van de landbouwcredietinstellingen in Nederland: J.T. P. 
DE REcT. 

Skandinaviska Banken A ktiebolag 

VoLt. XXXIV, No. 3, Juty 1953. Investment without Inflation: PER 
Jacossson. The Swedish Iron and Steel Industry Today: Baron 
GERARD DEGEER. Company Balance Sheets for 1952. The Swedish Bond 
Market. The University of Uppsala and the Gustavian Properties: G. ARPI. 

Vout. XXXIV, No. 4, OcToBER 1953. Keynes: Costs and Controls: P. 
Jacossson. Industrial Democracy: B. KuGELBERG. Some T'rade 
Dilemmas of Small States : A. OsTLIND. 


Giornale Degli Economisti e Annali di Economia 


Vot. XII, No. 5-6, May—June 1953. Jl Dollaroel’Oro: P. Barri. Alcune 
Considerazioni sui Problemi della Finanza Pubblica come Scienza Politica : 
R. A. Murray. La Stentata Evoluzione dell’Hconomia Cerealicolo- 
Carneo-Lattiero-Casearia e Misure Economiche per il suo Progresso: G. 
DEMARIA. 

Vou. XII, No. 7-8, Juty—Aucust 1953. Jl Ricardo del Ferrara: A. 
GaMBINO. Sugli Indici di Riproduzione : M.DE VERGOTTINI. Patologia 
Economica: G. U. Part. Ancora sull’Insufficienza Logica della Con- 
cezione Meccanicistica nella Fenomenica Economica: A. TOMASELiI. 
Osservazioni sulla Instabilita dell’Equilibrio Dinamico nella Macro- 
Dinamica: I.Curoto. La Stentata Evoluzione dell’ Economia Cerealicolo- 
Carneo-Lattiero-Casearia e Positive Misure Economiche per il suo Pro- 
gresso : G. DEMARIA. 


Rivista Italiana di Economia Demografia e Statistica 


Vou. VII, No. 1, JANUARY—MarcH 1953. Di alcune reqgolarita nel recente 
movimento demografico: M. bE VeErRGoTTINI. Sulle classificazioni 
abbreviate della composizione per eta della popolazione: S. Somoeyt. 
Considerazioni sulle recenti indagini per campioni sulle forze di lavoro : 
C. D’AgatTa. 
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Review of the Economic Conditions in Italy (Banco di Roma) 


Vou. VII, No. 4, Juty 1953. The Parliamentary Enquiry on Unemploy- 
ment: F. Coprota D’Anna. Italian Economy in Two Recent Official 
Documents. Problems Connected with the Economic Development of 
Sardinia : F. MATTEI!. 

Vou. VII, No. 5, S—epTeEMBER 1953. Sameness of the Premises of Inter- 
national Financial Cooperation throughout Time: E. pD’ALBERGO. 
Economic Development Problems in Libya: 8. B. ANDREOLI. 


Banca Nazionale del Lavoro Quarterly Review 


No. 24, January—Marcu 1953. Fundamental Errors in Recent Anti- 
Keynesian Literature: E. ScunemEr. The Relationship of Savings to 
Some Important Variables in the Business Cycle: M. D. ANDERSON. 
The Minister of the Treasury’s Survey of the Italian Economic Situation 
in 1952: V. Lurz. The Crisis in the Italian Balance of Trade: G. 
PIETRANERA. The Parliamentary Enquiry into Unemployment in Italy : 
G. Rurroxto. Rationalisation of Banking Services at an International 
Level. 

Italian Affairs 

Vou. II, No. 3, JunE 1953. The Development of Italy’s Relations with 
other Mediterranean Countries. Italy's Liberalising Policy in Foreign 
Trade. Political Elections and the New Italian Parliament. The Fight 
against Unemployment. The Revival of Italy’s Mercantile Marine. 

Vou. II, No. 4-5, SEPTEMBER 1953. Jtalian Vital Statistics. Foreign 
Policy. Reorganisation of the Armed Forces. Reconstruction of the 
Mercantile Marine. The Italian Micro-Motor and Motor Scooter Industry. 
Tourist Traffic. 

Italian Economic Survey 

May—JUNE 1953. The General Report on the Economic Situation in 
Italy Presented to Parliament by the Minister of the Treasury on March 30, 
1953. 

Juty—Avueust 1953. A Diagnosis. The Economic Situation in Italy. 
Statistical Tables. 

L’ Industria 

No. 2, 1953. Analisi delle prospettive d’espansione per lV’ economia italiana 
nel caso di realizzazione del programma O.E.C.E. per il 1956 : P. G. Cuarx. 
Primi risultati di una ricerca sul significato congiunturale di alcuni indici 
riguardanti le scorte di prodotti finiti in Italia: F. pt Frenizio. La 
poverta dello storicismo : C. POPPER. 


Economic Bulletin of the National Bank of Egypt 


Vou. VI, No. 2, 1953. Egypt's Balance of Payments, 1952. The Public 
Debt of Egypt. 
Kyoto University Economic Review 
Vou. XXII, No. 2, OcroBer 1952. Foreign Trade Policy in the Early 
Meiji Era: Y. Hore. On Historical Research in Social Sciences : 


Y. Deaucut. A Note on Two Monetary Theories of Interest: N. Kama- 
KURA. Classical Monetary Theory—Dichotomy : T. Imacawa. 


The Economic Review (In Japanese) 

Vou. 4, No. 1, January 1953. Basic Theory of Capital Accumulation : 
I. Nakayama. The Theory of Capital Accumulation and its Problems : 
F. Yamamoto. Role of Agriculture in the Capital Formation Process : 
K. OHKAWA. 

Vou. 4; No. 2, Apriz 1953. Trade Multiplier and Terms of Trade: K. 
Basa. Tax Reductions for Capital Formation: M. Kimura. The 
Interrelation between Theory and History in the Whole Works of Richard 
Jones: S. OHNO. 


No. 252.—vou. LXIII. 3R 
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Osaka Economic Papers 


Vou. II, No. 1, Marcu 1953. Depreciation and Maintenance of Fixed 
Assets in Inflation : K. Krucut. The Hicksian Micro-Dynamics and the 
Keynesian Macro-Dynamics: M.Morisuima. Types of Money and of 
Social Economy: 8. Sopasima. A Third Theory of Wages: Y. Takata. 
Dollar Shortage—Some Theoretical Explanations: T. WaATANABE. 
A Logical Foundation of the Theory of Consumer’s Demand: T. 
YOKOYAMA. 


Annals of the Institute of Statistical Mathematics 

Vou. IV, No. 2, 1953. Ona Test in Paired Comparisons: H. Aoyama. 
Estimation of Means on the Basis of Preliminary Tests of Significance : 
B.M. Bennetr. On Tests and Estimates for the Ratio of Poisson Means : 
D.G.CHapMan. Ona Matching Problem : C. Hayasui and H. AKAIKE. 
On a Certain Decision Problem under some Constraints: K.Inapa. A 
Remark on the Linear Regression Estimate: M. D. Istpa. Asymptotic 
Properties of the Estimates of an Unknown Parameter in Stationary 
Markoff Process: A. Kazamt. A Remark on the Characterization of 
Minimax Procedures : H. 8S. Kontsn. 


Statisztikai Szemle (Hungarian tect) 

May 1953. The Balance of Production, Consumption and Investment in the 
Social Product : G.Gurov. For the Reliability of Statistics of the Building 
Industry : A. Nrxuat. Current Problems of Domestic Trade Statistics : 
J. Sevenyr. Problems of Statistics of Livestock Procurement: O. 
Patiaci and L. SzaB6. Factory Statistics in the Service of Capacity 
Measurement and Utilisation Planning: I. BErEczky. An Analysis of 
Retail Sales: I. BARANYAI. 

JUNE 1953. The Problem of Classification of Branches of the National 
Economy and Professional Groups: T. RyaBUSHKIN. Statistical Work 
at the Ministry of Agriculture: B. Fazekas. The Factors Influencing 
Variations in Productivity per Man-hour: E. TétTH. Assessing the 
Competition Movement in Livestock Breeding on State Farms : Planning 
Section, Ministry of State Farms and Forests. On the Ministry of State 
Farms Assessment Proposals for Competition: A. Anvay. Some Results 
of Teaching Statistics in Secondary Schools : K. BArpb. 

JuLy 1953. Greater Attention to Cultural, Social and Health Matters. Some 
Problems of the Balance of National Wealth: Gy. Sz6ny1. The Compila- 
tion of the 1953 Report on Capital Construction: F. VAvRovsky. Some 
Questions of Statistical Reporting: L. ZotTtatand P. Pozsonyi. Statistics 
of Technical Material Supply: R. Rett. Concerning the Text-book 
Building Industry Accounting: I. ABonyi. Statistical Observation of 
Co-ordination between Communications and Transport Enterprises : 
L. Naey and B. Lenpvat. The Organisation of Statistical Work at Enter- 
prises: K. VOr6s. 

Aveust 1953. The Object of Statistical Science: B. PLtosHxo. The Con- 
cept and Object of Statistical Science: J. Rivet. Some Problems of the 
Statistical Observation of Living Standards : E.Stuser. Work Organisa- 
tion on Statistical Observation of Investment and Construction : A. NIKLAI. 
Statistical Documentation of the Use-Variation of Equipment on Machine 
and Tractor Stations: L. Gerpet and A. Petva. The Observation and 
Statistical Analysis of Raw Material Supply to the Food Industry: L. 
Dosos and J. Naey. 


Voprosy Ekonomiki (Russian text) 

No. 5, 1953. Two Camps—Two Contrasting Lines of Economic Develop- 
ment: A. MixuatLtov. The Triumph of Creative Marxism : G. Kozuov. 
The Influence of the Basic Economic Law of Contemporary Capitalism on 
Technical Progress in Capitalist Countries: A. ZBORYKIN. The Im- 
portance of Correct Land Use asa Basic Source of Production in the Agricul- 
ture of the U.S.S.R.: A. Krayeva. International Monopolies and the 
Aggravation of Inter-Imperialist Contradictions: V. CHEPRAKOV. 
Bourgeois Economic Statistics in the Service of Imperialist Reaction : 
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L. TsyRuin and I. Sosensky. Chinese Industry in the Circumstances of 
the Transition of the Country to Broad Planned Economic Construction : 
G.GansHIN. New Forms of Socialist Competition in the Textile Industry : 
N. GoLuBEv. How Capitalists Secure Maximum Profits. 

No. 6, 1953. On the Constant Increase of Socialist Production as a Condition 
of the Preparation of the Transition to Communism: S. YANCHENKO. 
The Prospects for the Mechanisation of Building During the Fifth Five- 
Year Plan: A. Boyxo. On the Increase of Capital Investment of Collec- 
tive Farms and the Raising of their Efficiency: S. Tszeczov. Economic 
Problems in the Works of D.I. Pisarev : 8. Petrova. The Strengthening 
and Development of the Democratic World Market: I. Duptnsky. The 
Deepening of the Crisis of the Colonial System of Imperialism : V. AVARIN. 
On the Subject Matter of the Branches of Economics: L. Irtn. On the 
Subject Matter of Economic Sectors and Enterprises and their Unity: A. 
ZVEREV. Finance under the Oppression of American Monopolies: L. 
LEVINSON. 

No. 7, 1953. For Better Planning and a Utilisation of Internal Reserves in 
Industry : 8. Simi. Some Problems in the Theory of Soviet Money: Z. 
Atuias. The Capitalist Financial System Upset in the Period of the General 
Crisis of Capitalism: A. EyDELNANT. The Japanese People under the 
Oppression of American Monopolies and Japanese Reaction : A. SHARKOV. 
Bourgeois Science Protects Colonial Plunder and Oppression : V.VASILEVA. 
A Great Russian Revolutionary and Thinker (150th Anniversary of the 
Birth of N.G. Chernyshevsky) : A. Korntenko. The Progress of Labour 
Productivity in the Industries of the European People’s Democracies : 
A. Poxttenko. Sector Economics and Economic Enterprises as Subject 
Matter for Study: A. STADNICHENKO. On the Subject Matter of Sector 
Economics : A. NIKIFOROV. 


Planovoe Khozyaistvo (Russian text) 

No. 2, 1953. The Re-organisation of Ministries—A Measure of the Most 
Important State and National Economic Significance. The National 
Income and its Utilisation in Socialist Society: I. MatysHev. The 
Development of the Metallurgical Base of the National Economy in 
the Fifth Five Year Plan: I. Barprn. The Increase in the Production 
of Consumer Goods in the Fifth Five Year Plan: G. Drampyan. Re- 
serves for the Lowering of Production Cests in Industrial Output: M. 
Mrxuattov. The Development of Complex Mechanisation in Timber 
Procurement: A. ZHELUDHOV. Advanced Norms and the Mobilisation of 
the Internal Reserves of Production: A. ZAKHAROV and V. OLIGIN. 
From Experience of the Gorki Town Planning Local and Co-operative 
Industry : N. KoTELNIKOV. 

No. 3, 1953. Improving the Organisation and Planning of Manpower. 
The Economy Campaign and the Strengthening of Cost Accounting: A. 
ZVEREV. Mechanisation of Difficult and Laborious Work in the Fifth 
Five Year Plan: I. ARTOBOLEVSKY. Improve the Geographical Location 
of Industrial Production and of the Building of Enterprises : 8. ToKAREV. 
Specialisation in Engineering: Gromov. Reserves for Lowering Handling 
Costs in State Retail Trade: G. PeTrosyan. The Deepening of the General 
Crisis of Capitalism and the Impoverishment of the Workers in the Countries 
of Capital: V. CuHERMENSKY. Reduction of Production Costs in an 
Engineering Plant: S. PRoTSEROV. 


Vestnik Statistiki (Russian text) 

No. 2, 1953. Forward to New Victories! The Basic Economic Law of 
Socialism: Ya. KrRonrop. Questions of Transport Statistics in the Fifth 
Five Year Plan: N.Suzpautsev. Improve the Reliability of the Statistical 
Reports of Collective Farms and Agricultural Organisations: N. Gon- 
cHAROV. Problems of the Subject Matter of Statistics: A. Boyarsky. 
The Object of Statistical Science: B. PLosHxo. The Aggravation of the 
Impoverishment of Workers in Capitalist Countries: L. Borisov. 
Problems of Production Reporting in Conditions of Inter-Factory Cost 
Accounting ;: P. YEVDOKIMOV. 
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Financy t Kredit S.S.S.R. (Russian text) 


No. 5, 1953. Improve Control by the Rouble, Guarantee the Timely Receipt 
of Payments to the Budget. The Réle of Money in a Socialist Economy : 
V.Ikonnixov. Bank Credit and Control by the Rouble : B. KricHevsxy. 
For a Higher Level of Accounting Operations in the State Bank: K. 
NazarkKIn. The Tasks of Insurance Organisations: N. Koztov. The 
Budget and Economic Cultural Development in Buryat Mongolia: K. 
MapaEv. The Budget of the Chinese People’s Republic—An Important 
Tool for Peaceful Construction : 8. Bortsov. The Regulation of Building 
Accounts : D. Basttsxy. Strengthen Bank Control Through the Expendi- 
ture of Wage Funds: L. Gatimon. How We Organise Work on Budget 
Receipts : I. TARvERDIEV. The Financing of Planning Organisations : 
P. Poppusxov and A. DzHumAvVAEV. The Assistance of Local Industries 
by Credits: V. Kaucrer. Improve Control over MT'S in the Kirgiz 
S.S.R.: D. BocuKarev. Systematically Improve Lending and Account- 
ing. The Aggravation of Franco-American Differences : M. Koaan. 

No. 6, 1953. Improve and Modernise the Work of the Financial Apparatus. 
Budget Planning is an Important Tool of Control by the Rouble : A. Bacuu- 
RIN. Some Questions of the Organization of Self-financed Circulating 
Funds in Industrial Enterprises: L. Rotsuteyn. The Insurance 
Funds of a Socialist State: M. SHERMENEV. The Struggle for the Mobili- 
zation of Internal Reserves in the Economy : A. SHuBALOV. Bank Credit 
and the Minor Mechanisation of Production: N. Barxovsky. Tasks of 
Credit Supply for Timber Floating : 8. VoroBev. The Strengthening of 
the Finances and Monetary Circulation of Bulgaria: B. Isarv. To 
Strengthen Financial Control: Zu. Firoyvan. Financing the Operating Ex- 
penses of Water-economy Organizations: V. ABRAMOV and A. ULANOov. To 
Create a Unified Sector of Monetary Circulation and Credit : I. BALABANOV. 
On Productive Practical Work for Students: A. MAGAZANIK and P. 
Rupanovsky. The Finances and the Financial Policies of Czarist 
Russia from the End of the Nineteenth Century until the First World War : 
A. PROGREBINSKY. 


Probleme Economice (Rumanian text) 


Vou. VI, No. 4, Aprit 1953. Speech by Gh. Gheorghiu-Dej to the Agricul- 
tural Co-operative Congress. The Law of the Unfailing Conformity of 
Productive Relations with the Character of Productive Forces: G. Gaxk 
Volume 4 of the Works of V. I. Lenin: R.Manourtvu. Economic Relations 
of a New Type between Countries of the Socialist Camp : Gu. SAVIN and 
I. Kun. The Major Programme of Railway Development: E. Soran. 
The Economic Development of the Turkmen S.S.R.: E. PRAHOVEANU. 
The Consequences of Militarization on the Economies of Western European 
States : M. Mraat. 


Planované Hospoddrstvt (Czech text) 

No. 2.1953. Raising the Quality of Production is the Most Important Task 
for Enterprises of Light Industry: A. Lantay. New Methods of Planning 
the Timber Industry: R. Cerny. Short-term Credit as a Means of 
Financial Control of the State Plan: J. OkrovwLY. Planning Technical 
Development: F. Kkistex. 

No. 3, 1953. The Finance of Cost Accounting Organisations : F. Borgs. 
Tasks and Functions of the Planning Commissions of Local Councils : 
G. KonArek. Norm-fixing for Material Consumption in Capital Con- 
struction : B. TRETYAKOV. 

No. 4, 1953. Under the Leadership of Comrade Zapotockg, Forward in the 
Path of Gottwald. Ways to Safeguard the Increasing Material and Cultural 
Needs of the Workers: J. HavetKA. Methods of Determining the Main 
Proportions of the Development of the National Economy: Z. VERGNER. 
Calculating the Utilisation of Productive Capacity in Engineering: M. 
Sraketsy. Foran Improvement in the Work of Planning Organisations : 
F. Trcony. 
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No. 5, 1953. The State Budget of the Last Year of the Gottwald Five Year 
Plan: V. Kreysa. Planning Gross and Commodity Production: J. 
Vonpttgsc. Planning Co-ordination in Engineering: B. ZIMERMANN. 
Higher Yields per Hectare: A. Kuréxa. J. V. Stalin—the Creator of 
Socialist Agriculture: J. Kotatko. The Supply Departments of Enter- 
prises in the Struggle for Economy at Various Stages of Socialist Construc- 
tion: N. Fasousax. For a Further Improvement of Statistical Norms : 
L. VOLODARSKY. 

No. 6, 1953. Some Problems of the Methodology of Indices and Formule in 
Composing the State Plan for the Development of the National Economy : 
B. Tomek andJ.Toman. Concerning Material—Technical Supply. The 
Réle of Money Circulation Plan in a Socialist Economy : J. OKROUHLY. 
On Expanding the Coking Coal Resources of the Donbas : Ya. OBUKHOVSKY. 


NEW BOOKS . 
British 


ABEL-SmiITH (B.). The Reform of Social Security. Fabian 
Research Series, No. 161. London: Fabian Publications, 1953. 84”. 
Pp. 41. 2s. 


[This pamphlet provides a useful survey of the deficiencies of our present 
social security system and of possible methods of repairing them. Most of the 
author’s proposals are fairly familiar. No benefits should be allowed to remain 
below National Assistance levels, and benefits should vary with the cost of living. 
The insurance principle should be abolished inasmuch as it makes benefits con- 
ditional on contributions, but the author thinks that there is something to be said 
on psychological grounds for retaining specially earmarked taxes to finance social 
security, and that the incidence of these taxes need not differ materially from that 
of present National Insurance contributions. The most original suggestion put 
forward is that the present system of retirement pensions should be replaced by 
benefits paid irrespective of actual retirement, graduated so as to rise from a 
relatively low level, at the age of, say, sixty-five, to the full level at the age of, 
say, seventy. Some conflict between equity and incentive to stay at work is 
inherent in deciding the conditions on which benefits should be available to the 
elderly, and the author does not succeed in establishing an altogether convincing 
case that his proposal represents an improvement on the present system. | 


Asuton (T. 8.) and Sayers (R. 8.) (Eds.). Papers in English 
Monetary History. London: Oxford University Press, 1953. 9”. 
Pp. 167. 18s. 


[The acting editors of Economica have here brought together nine papers 
published during or immediately before the war, which have since become scarce 
or difficult of access. Six of these come from Economica : four by J. K. Horsefield 
on banking and the Bank of England before 1844, and two by the late P. B. Whale, 
including his well-known “ Working of the Pre-War Gold Standard.” The 
others are ‘The Bullion Report Re-examined,” by F. W. Fetter, from the 
Quarterly Journal of Economics, 1942; “‘ The Bill of Exchange and Private Banks 
in Lancashire, 1790-1830,’ by Professor Ashton, from the Economic History 
Review, 1945, and the fourth chapter of Professor Sayers’s Bank of England 
Operations, 1890-1914, which is now out of print. To these are added two more 
recent articles of similar interest, ‘‘ Letters from a Young Lady ”’ (letters relating 
to the failure of the banking firm of Sir Peter Pole and Co. in the crisis of 1825), 
from the Three Banks Review, 1950, and Professor Sayers’s article on “‘ Ricardo’s 
Views on Monetary Questions,’ from the Quarterly Journal of Economics, 1953. 
The result is a most useful collection which will be welcomed by all students of 
British nineteenth-century monetary history.] 
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By6rxK (L.). Wages, Prices and Social Legislation in the Soviet 
Union. Translated from the Swedish by M. A. Michael. London: 
Dennis Dobson, 1953. 83”. Pp. 199. 18s. 


[This is a valuable factual survey of social legislation in the U.S.S.R. The 
subjects covered include wages and conditions of work, taxation, social security, 
housing and retail prices. The book is mostly made up of a summary of the 
regulations found in laws, directives and other such sources, and the author does 
not attempt any critical discussion or assessment. Statistical information on 
wage-rates, social security benefits, prices, etc., is given where possible, and for 
this purpose the author supplements the figures available in official publications 
from his own observations on a visit to Moscow in 1949.] 


Bourne (A. J.). The Influence of England on the French Agro- 
nomes 1750-1789. London: Cambridge University Press, 1953. 84". 
Pp. v + 250. 3ls. 6d. 


[To be reviewed.] 


Boyp Orr (Lorp). The White Man’s Dilemma. Food and the 
future. London: Allen & Unwin, 1953. 74”. Pp. 124. 9s. 6d. 


[This is a clear and workmanlike introduction to world food problems. After 
a brief discussion of the relation between nutrition and health, Lord Boyd Orr 
goes on to quote figures showing the extent to which the amount of the world’s 
major food products available per head is estimated to have fallen since before 
the war. e suggests that, although the decline in the birth-rate experienced in 
advanced countries will probably extend ultimately to the rest of the world, this 
is unlikely to happen quickly enough to prevent world population from rising to 
at least twice its pre-war level. Most of the rest of the book is devoted to dis- 
cussion of means of increasing world food production, with special reference to 
the prevention and reversal of the process of soil erosion. Lord Boyd Orr main- 
tains that, even without further advances in technical knowledge, the world is in 
principle capable of supporting a population of 6,000 millions. It follows that 
the extent to which food production will actually increase will depend above all 
on the amount of capital expenditure which governments see fit to devote to the 
purpose. | 


Bray (F.SEWELL). Four Essays in Accounting Theory. London: 
Oxford University Press, for the Incorporated Accountants Research 
Committee, 1953. 84”. Pp. 94. 15s. 


[To be reviewed. ] 


British ELEcTRIcAL DEVELOPMENT AssocriaATION. Electric Resis- 
tance Heating. Electricity and Productivity Series, No. 5. London: 
British Electrical Development Association, 1953. 9”. Pp.182. 9s. 

[This is the fourth in a series dealing with specialised industrial applications 
of electricity. After an introductory survey of the principles involved, it goes 


on to describe many types of electric heating equipment and the purposes for 
which they are adapted. 170 illustrations are included.] 


British TRAVEL AND Hotrpays Association. Twenty-Fifth 
Annual Report for the Year ended March 1953. London: British 
Travel and Holidays Association, 1953. 84”. Pp. 44. 

[This report contains, amongst other things, particulars of Britain’s tourist 
trade in 1952 and an analysis of expenditure by foreign tourists in Britain during 
that year. Britain’s balance of payments on tourist account was a good deal 
more favourable in 1952 than in 1951, partly because of an increase in receipts 
from overseas visitors (chiefly from the dollar area), but more largely from a 
decline in payments by British residents travelling abroad. ] 


Catrnoross (A. K.) Home and Foreign Investment 1870-1913. 
Studies in capital accumulation. London: Cambridge University 
Press, 1953. 94”. Pp.251. 30s. 

[To be reviewed.] 
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CENTRAL BANK OF CEYLON. Annual Report of the Monetary 
Board to the Minister of Finance, for the year 1952. Colombo: 
Central Bank of Ceylon, 1953. 10”. Pp. 81, and charts. 

[The report contains, as usual, full statistical tables relating to economic 
events in Ceylon during the year and to the operations of the Bank. The intro- 
duction discusses the causes and consequences of the heavy fall in the island’s 
external assets which was the chief feature of 1952.] 


Cots (G. D. H.). Attempts at General Union. A study in British 
trade union history 1818-1834. London: Macmillan, 1953. 74”. 
Pp.v + 218. 16s. 

[To be reviewed.] 


DattTon (H.). Call Back Yesterday. Memoirs 1887-1931. London: 
Frederick Muller, 1953. 9”. Pp. v + 330. 2ls. 
[To be reviewed.] 


DonaLp (D. W. A.). Compound Interest and Annuities-Certain. 
London: Cambridge University Press, 1953. 84”. Pp. vii + 300. 
20s. 


[This is a text-book for actuarial students. It is intended to serve as a less 
exhaustive and more strictly practical treatment than Todhunter’s standard text- 
book. The earlier chapters on the general principles of compound-interest 
calculations may be found helpful by non-mathematical economists interested in 
the theoretical problems connected with long-term rates of growth.] 


Dur (J. F.). Provincial Sales Taxes. Report of a survey of 
retail sales taxes in Canada. Canadian Tax Paper, No.7. Toronto: 
Canadian Tax Foundation, 1953. 9”. Pp. 231. $2.50. 


(The difficulty of finding sources of revenue not already sequestered by the 
Federal government or by local governments has led to the adoption of retail 
sales taxes by five of the ten provinces of Canada. The rates of tax vary from 
2to 4%. The author discusses in detail the constitutional, administrative and 
economic problems involved. The latter include notably the treatment of services 
and of producers’ goods. The tax has become a major source of revenue for the 
provinces concerned, and in the author’s view it is likely to remain so. ] 


FrankeEL (S. H.). The Economic Impact on Under-Developed 
Societies. Essays on international investment and social change. 
Oxford: Basil Blackwell, 1953. 9”. Pp.v +179. 15s. 


[To be reviewed. ] 


GiLBERT (M.) (Ed.), for the International Association for Research 
in Income and Wealth. Income and Wealth, Series III. Cambridge : 
Bowes & Bowes, 1953. 84”. Pp.v +261. 35s. 

[To be reviewed. ] 


GitLespiz (S. C.). A Hundred Years of Progress. The record of 
the Scottish Typographical Association 1853 to 1952. Glasgow: 
Robert Maclehose for the Scottish Typographical Association, 1953. 
9”. Pp. vii + 268. 25s. 

[To be reviewed. ] 


GRESSWELL (R. K.). Sandy Shores in South Lancashire. The 
geomorphology of South-west Lancashire. Liverpool: Liverpool 
University Press, 1953. 84”. Pp. 194. 30s. 


[This is a detailed study of the geomorphology of the coast of South-west 
Lancashire, based on many years’ field-work in the area.]} 
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Gunston (C. A.) and CorNER (C. M.). Glossary of German Finan- 
cial and Economic Terms. London: English Universities Press, 
1953. 73”. Pp. 122. 12s. 6d. 

(This is a valuable supplement to any standard German-English dictionary. 
It serves two useful purposes. First, it aims to give the full appropriate technical 
explanation of a technical economic term, with sufficient explanation to help a 
reader. Second, it gives the meanings of new terms which have recently come 
into use, or have acquired a new specialised meaning. It will be a very valuable 
stand-by for anyone who works regularly with material in the German language, 
however well he may know that language for ordinary purposes. ] 


HasweELu (M. R.). Economics of Agriculture in a Savannah 
Village. London: H.M.S.0. for the Colonial Office, 1953. 13”. 
Pp. 142. 15s. 

[A report on three years’ study of Genieri Village in the Gambia. It includes 
an analysis of the social organisation of the village, its natural resources of land, 
stock, tools and equipment. It goes on to the choice of produce—usually millet 
or groundnuts—factors affecting costs, and the use and efficiency of labour. 
The author finally attempts some conclusions on native farming, on social 
changes and on the possible functions of mechanisation in relation to native 
farming. Miss Haswell stresses the fact that the native farmers of the Gambia 

‘ apply their minds to the serious business of farming, and to win their confidence 
it is well to obtain a thorough grasp of their own approach to farming .. . they 
seem much more prepared to adv ance if what they do not know can be explained 
in terms of what they do know.”’ The author is to be congratulated on a very 
useful study, which will be of great value to any general economic work on that 
part of Africa.] 


Hotmstrom (J. E.). Facts, Files and Action in Business and 
Public Affairs. Part II. Filing, indexing and circulation. London: 
Chapman & Hall, 1953. 84”. Pp.v + 280. 32s. 

[This is the second part of the work noted in the Economic Journat of 
June 1952 (p. 468). The first part was primarily bibliographical. The present 
volume is of rather a different character, and is devoted to a full treatment of 
different methods of filing, classification, indexing and reproduction. It is 
marked by the same qualities of ingenuity and conscientiousness as its predecessor, 
and is likely, perhaps, to be found even more useful. A notable feature is the 
inclusion of many illustrations of different types of office and library equipment, 
ranging from simple indexing devices to elaborate electronic machines. | 


Hoyts (F.). A Decade of Decision. London: Heinemann, 1953. 
74”. Pp. vii +175. 6s. 

[Emigration to solve Britain’s problems, birth control to solve the world’s 
problems—these are the twin remedies prescribed by the author. Mr. Hoyle has 
all the enthusiasm of one who has only just discovered that many or most of the 
pronouncements made by politicians and journalists about economic affairs in the 
course of party controversy do not rise above the puerile. After demonstrating 
this in his first chapter, he goes on to argue that the optimum population for 
Britain is not above 25 millions, and that emigration of about half our present 
population to the underpopulated areas of the Commonwealth is the only way to 
avert economic ruin and also physical destruction in the event of war. The 
third chapter contains a sensible discussion of the possibilities of increasing world 
food production, some decidedly shaky generalisations about trends in human 
fertility and the conclusion that birth control offers the only hope. Mr. Hoyle 
concludes with an interesting outline history of man, designed to show that the 
relation between population and resources has governed the rise and fall of 
civilisations since prehistoric times. The author’s confident enthusiasm is 
apparent both in the advocacy of his main theses and in his many polemical 
digressions. Few weuld wish to dissent from the propositions that balanced 
emigration of a certain amount would be helpful to Britain and that unrestrained 
population growth must keep world living standards low. But the author’s 
evident unfamiliarity with the literature of the subject prevents his tract from 
ranking as a serious contribution to it. Many of his arguments are one-sided to 
the point of fallacy, and in particular the reasoning by which he reaches the figure 
of 25 millions for Britain’s optimum population will hardly bear examination. 
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It is assumed, for example, with scarcely any discussion, that the proportion of the 
labour force engaged in tertiary production and in construction could without 
difficulty be reduced to not more than 20%, and no reference is made to the fact 
that a proportion in the region of 50% is at present common to Britain, the United 
States, Canada and Australia. ]} 


Hueerns (H. D.). Unity and Economic Development. An 
address given at the 1952 annual general meeting of the Jamaica 
Imperial Association. Jamaica: Institute of Social and Economic 
Research, University College of the West Indies, 1953. 94”. Pp. 8. 

[The subject of this address is the need for capital investment in Jamaica. 
The author gives estimates of the amount of capital needed to provide jobs for 
the island’s unemployed, and considers possible sources of capital and the most 
promising forms which investment might take. The title of the address springs 
from his conviction that the objective of economic development, made possible 
by capital investment, is capable of providing a powerful unifying force in the 
island’s political and social life. The author is Director of the Institute of 
Social and Economic Research at the University College of the West Indies. ] 


Jounson (H. G.). The Overloaded Economy. The economic 
problems of Great Britain. Toronto: University of Toronto Press, 
1952 (London: Geoffrey Cumberlege, 1953). 9”. Pp. 48. 6s. 

[This pamphlet contains three lectures delivered at Toronto at the end of 
1952 by Mr. Johnson, Fellow of King’s College, Cambridge. His purpose was 
to present clearly but in short compass the problems confronting the British 
economy. In this he has succeeded admirably. The first lecture, entitled ‘“‘ The 
Overloaded Economy,”’ stresses the pressures that have emerged from a simul- 
taneous effort to tackle the problems of international balance, defence, social 
welfare, consumption standards and the modernisation of industry. He shows 
how these objectives, pursued in conditions of full employment, free wage 
bargaining and “ fair shares,’ have kept the economy not merely at full stretch, 
but in a state of continual strain, so that it was excessively vulnerable and, 
because objectives were unfulfilied, policies were very difficult to change. His 
account of “‘ The Sterling Crisis ’’ in the second lecture has by now dated some- 
what; but the essentials remain. A most interesting suggestion is that Canada 
might reverse the direction of the North American triangle, and become a source 
of dollars to Europe. But the main emphasis is on greater recognition of Britain’s 
relative poverty and her inability to act in future as a main source of savings for 
the whole Sterling Area. The final lecture—in many respects the most interesting 
of the three—is concerned with ‘‘ The Attrition of the Welfare State.’’ Mr. 
Johnson discusses how far the concepts of war-time and early post-war years 
have been modified by the combined forces of hard reality and of inflation. He 
brings out the often paradoxical inequities of house-rents in relation to allowances. 
He brings out also the great improvements and the decline of poverty, and the 
commitment of both major political parties to the maintenance of the broad 
outlines of the welfare state. But he ends with a warning of the perils of growing 
burdens with the ageing of the population. The total picture of Britain that 
emerges is fair; it manages most successfully to avoid the perils of one-sidedness 
and of political prejudice. ] 

Kine (F. H. H.). The Monetary System of Hong Kong. Far 
East Economic Studies, No. 1. Hong Kong: K. Weiss, 1953. 7}’. 
Pp. 151. $10. 


[The author describes the present monetary system of the Colony and its 
evolution since the crisis of 1935, when the silver standard was abandoned. 
Hong Kong is one of the few remaining parts of the world where the currency 
supply consists chiefly of the notes of privately-owned banks—in this case 
principally the Hong Kong and Shanghai Bank. The author, who is Lecturer 
in Economics in the University of Hong Kong, suggests that what is wrong with 
the present system is not so much the private issue of notes as such but the lack 
of public control over the banking system and the inflexibility of such controls 
as do exist. In particular, the total money supply under the present regime is 
governed by the balance of payments, and Mr. King argues that whatever merits 
this arrangement may have had in the past, it is likely to become less appropriate 
in the future in view of the probable shift of the Colony’s economy away from the 
entrepot trade towards manufacturing industry.] 
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Kuozynsk1 (R. R.). A Demographic Survey of the British Colonial 
Empire. Volume III: the West Indian and American Territories. 
London: Oxford University Press under the auspices of the Royal 
Institute of International Affairs, 1953. 10’. Pp. v + 493. 70s. 


(This is the third volume of the great survey for which the late Dr. Kuczynski 
had collected material before his death in 1947. The first two volumes were 
reviewed by Dr. E. Grebenik in the Economic JouRNAL of September 1952. This 
further volume has been completed for publication, and brought up to 1948, by 
Dr. Kuczynski’s daughter, Dr. B. Long. It covers all the British West Indies, the 
Falkland Islands, and St. Helena, Ascension and Tristan de Cunha.] 


Lacey (K.). Profit Measurement and Price Changes. London: 
Pitman, 1953. 84”. Pp. v + 129. 20s. 


[To be reviewed. ] 


Lane (F. C.) and Rremersma (J. C.) (Eds.). Enterprise and 
Secular Change. Readings in economic history. American Economic 
Association Series. London: Allen & Unwin, 1953. 9”. Pp. v + 
556. 32s. 


[To be reviewed. ] 


McKercunts (A. C.). Notes on a Visit to Panama, Honduras, El 
Salvador and Guatemala. London: Federation of British Industries, 
1953. 84”. Pp.19. 2s. 


[The author of this pamphlet is head of the Latin American Department of 
the Federation of British Industries. His notes deal briefly with the economic 
resources of the four countries and at greater length with the possibilities of 
expanding British exports to them.] 


Mapace (J.). The Tools of Social Science. London: Longmans, 
1953. 9”. Pp. vii + 307. 25s. 
[To be reviewed. ] 


Management Under Nationalisation. Studies in decentralisation. 
London : Acton Society Trust, 1953. 84”. Pp.79. 7s. 6d. 


[The authors of this report are T. E. Chester and J. H. Smith. The problem 
of decentralisation, as experienced both in nationalised industries and in other 
large organisations, has, they suggest, two chief aspects : the length of the chain 
of command and the organisation of specialist departments. The issues involved 
are illustrated in four case studies which make up the bulk of the report. The 
first three look at the matter from the point of view of the operational manager— 
an Area General Manager in the coal industry, a power-station superintendent 
and a district manager in the Road Haulage Executive—while the fourth is on 
the Wales Gas Board. The authors conclude that, although there is much to be 
said in favour of allowing greater power to the operational manager, many of 
the changes in his position that have accompanied nationalisation are to be regarded 
as the inevitable consequences of underlying trends in technology and industrial 
organisation. ] 


Martin (A.) and Lewis (J. P.). Welsh Economic Statistics. A 
handbook of sources. Cardiff: Department of Economics and Social 
Science, University College of South Wales and Monmouthshire, 1953. 
13”. Pp. 96. 8s. 6d. 


[This handbook was prepared originally as a guide to those engaged on the 
work in progress at University College, Cardiff, on the Welsh economy. It 
contains detailed descriptions of the scope of the statistical information available 
on different aspects of the economy of Wales from government publications and a 
tew other sources. The handbook should be of great service to all interested in 
Wales and in regional economic studies generally. ] 
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Meek (R. L.) (Ed.). Marx and Engels on Malthus. Selections 
from the writings of Marx and Engels dealing with the theories of 
Thomas Robert Malthus. London: Lawrence & Wishart, 1953. 9”. 
Pp. 190. 15s. 


[To be reviewed.] 


MyrpaL (G.). The Political Element in the Development of Econo- 
mic Theory. Translated from the German by Paul Streeten. The 
International Library of Sociology and Social Reconstruction. Lon- 
don: Routledge & Kegan Paul, 1953. 9”. Pp. v + 248. 25s. 

[To be reviewed.] 


THE NuFFIELD Founpation. Report for the year ended 31 March 
1953. London: The Nuffield Foundation, 1953. 84”. Pp. 109. 


[This contains the usual full account of work carried on with the assistance of 
the Foundation. Grants made for research in the social sciences—which, of 
course, absorb only a relatively small proportion of the Foundation’s resources— 
include at present support given to the social aspects of the work of the National 
Institute of Social and Economic Research, to the pilot social survey of Oxford 
and to the Population Investigation Committee.] 


NvuRKSE (R.). Problems of Capital Formation in Underdeveloped 
Countries. Oxford: Basil Blackwell, 1953. 9”. Pp. 163. 15s. 


[Reviewed in this issue.] 


PatsH (F. W.). Business Finance. London: Pitman, 1953. 9”. 
Pp. v +144. 12s. 6d. 
[To be reviewed.] 


Ricuarps (E.R.). Shoemenders. A study of goodwill in industry. 
London: Allen & Unwin, 1953. 74”. Pp. vii+ 91. 9s. 6d. 


[This is the story of H. H. Payne, Ltd., a firm of shoe-repairers, which started 
from nothing in 1908 and now has over six hundred employees in 120 shops in the 
Birmingham area. What he heard of the firm fascinated Prof. Bowie, who before 
his death had collected, with the help of Mrs. Grieb, material for a study. This 
had to be put aside, but later some use was made of it when Mr. Payne persuaded 
Mrs. Richards to undertake the job of writing this story. Shoe-repairing, when 
Mr. Payne first set up, was a ‘‘ gutter trade.’’ He has managed to make his shops 
efficient and his workers respected and happy to remain for years. In this, a 
system of sharing profits and losses has played a central part. But, if one may 
judge from the book, a policy of very democratic self-management and intimate 
personal touch has been equally important. There is a great deal here to interest 
all concerned in human relations in industry.] 


Rosinson (Joan). On Re-Reading Marx. Cambridge: Students’ 
Bookshops, 1953. 83”. Pp. 23. 2s. 

[The three witty and subtle short papers brought together in this pamphlet 
contain characteristic variations on the theme of the relation between Ricardo, 
Marx, Marshall and Keynes. ] 


SCHLESINGER (R.). Central European Democracy and its Back- 
ground. Economic and political group organization. The Inter- 
national Library of Sociology and Social Reconstruction. London: 
Routledge & Kegan Paul, 1953. 84”. Pp. v + 402. 30s. 


[To be reviewed. ] 


SmnveRMAN (H.A.). The Groundwork of Economics. 4th Edition. 
London: Pitman, 1953. 73”. Pp.v +141. 8s. 6d. 
[A fourth edition of a small text-book designed for use in schools, with the 


requirements of the General Certificate especially in mind. It has been generally 
revised and brought up-to-date.] 
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Smith (W.) (Ed.). A Scientific Survey of Merseyside. Prepared 
for the meeting of the British Association held in Liverpool, 2nd to 9th 
September, 1953. Liverpool: Liverpool University Press, for the 
British Association, 1953. 93”. Pp. vii + 299. 21s. 

[To be reviewed.] 


Stoner (A. W.) and Hacusr (D. C.). A Textbook of Economic 
Theory. London: Longmans, 1953. 83”. Pp. v +501. 25s. 


[Reviewed in this issue. ] 


Untever Limited. Synthetic Detergents. London: Unilever, 
1953. 8”. Pp. 16. 

[The speaker describes in this address the present state of world demand for 
soap and for synthetic blended detergents and considers likely future develop- 
ments. Among the points raised are the smaller element of raw material costs 
in the total cost of blended synthetics compared with soap, and the entry of 
chemical manufacturers to the detergent industry that has been made possible 
by recent technical developments. } 


Warp (W.R.). The English Land Tax in the Eighteenth Century. 
London: Oxford University Press, 1953. 9”. Pp. 188. 21s. 


[To be reviewed. ] 


Indian 


Desat (R. C.). Standard of Living in India and Pakistan 1931-32 
to 1940-41. Bombay: The Popular Book Depot, 1953. 10”. Pp. 
286. Rs. 20. 


[This book is basically a Doctorate Thesis of the University of Cambridge. 
Some of the xesults were published in the Journal of the Royal Statistical Society 
for 1948. As its author suggests, it will provide a very useful link between the 
earlier estimates of Prof. Rao and the more recent estimates of the Indian National 
Income Committee. Dr. Desai’s estimate of consumer expenditure in India and 
Pakistan for 1931-32 is Rs. 82-5 per head; the estimate of national income by 
Prof. Rao, when adjusted to the same area would probably be a little below Rs. 
65 per head. Thus Dr. Desai’s calculations suggest an appreciably higher national 
income than those of Prof. Rao. Dr. Desai’s estimates for later years, down to 
1940-41, suggest that there was a slow decline in consumption per head, which 
may have fallen by 4% or thereabouts, between 1931-34 and 1938—40.] 


DaNnDEKAR(V.M.). Report on the Poona Schedules of the National 
Sample Survey (1950-51). Gokhale Institute of Politics and Economics, 
Publication No. 26. Poona: Gokhale Institute of Politics and 
Economics, 1953. 9”. Pp. 228. 9s. 

[In 1950-51 the Government of India planned a multi-purpose National Sample 
Survey. The survey was conducted, after failure to secure agreement, on two 
separate sets of questionnaire schedules, one prepared in Calcutta and the other 
at Poona. This volume presents the results of the Poona inquiry.] 


Munsur (M. C.). Industrial Efficiency. Bombay: Vora, 1953. 
74”. Pp.281. Rs. 8. 

[This small book falls into two parts. In the first three chapters Dr. Munshi 
discusses the general problems of industrial progress, its causation and conditions. 
In this he relies largely on evidence of changes in American and European countries, 
but stresses the fundamental differences of advanced and ‘‘ under-developed ” 
countries. In the last three chapters he discusses the economic development of 
India: he begins with a brief history of nineteenth-century developments, and 
goes on to trace the effects of the two wars and of post-war planning. Dr. Munshi 
emphasises that the measurement of the efficiency of an economy is still in the 
experimental stage, and pleads for further inquiries into the efficiency of particular 
industries by the Indian Tariff Commission.] 
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Naik (K. N.). The Co-operative Movement in the Bombay State. 
Studies in Indian Economics, Vol. 19. Bombay: The Popular Book 
Depot, 1953. 9”. Pp. v + 282. Rs. 10/8. 

[The author has attempted a frank and critical appraisal of the half century 
of history of co-operation in the Sti.te of Bombay. He argues that the movement 
needs a new infusion of energy and enthusiasm if it is to play its full part in Indian 
economic development. He would not agree that past weaknesses have been 
due to over-much government support and insufficient dependence on private 
activities; he would seek the explanations rather in the character of the govern- 
ment. But, above all, he stresses the need for the simpler virtues of efficiency and 
hard-headed business competence. ] 


American 


ALLBAUGH (L. G.). Crete. A case study of an underdeveloped 
area. Princeton: Princeton University Press (London: Geoffrey 
Cumberlege), 1953. 93”. Pp. vii + 572. 48s. 


[The results of a sampling survey—“ a scientifically selected house-to-house 
canvass ’’—of Crete in 1948 are incorporated in this book. Rather more than 
half is devoted primarily to a description of social conditions; the remainder to 
appendices giving tables of statistics, sampling schedules and a commentary on 
the statistical methodology. Apart from the second and third chapters, which 
attempt to sum up the problems and their possible solutions, almost the whole is 
devoted to a description in great detail of the material aspects of life in Crete. 
The result is a book which is difficult to read, as much of the detail could have been 
better put in tabular form in an appendix or treated more selectively. The 
inclusion of so much in the text leads to an impression of monotony and lack of 
emphasis on fundamentals; the chapter on resources ranges from land and water, 
resources of the greatest importance in an area of karst limestone with a Mediter- 
ranean climate to such trivialities as ‘‘ beach facilities were available for bathing 
but these were without accommodations.”’ There is little attempt to interpret 
the present in terms of the island’s physiography, history and general wo1.d 
conditions, a method which would probably have resulted in the reader gaining a 
better understanding than he does from the knowledge that Cretans frequently 
dip their bread into their sauce and that few households have refrigerators. The 
conclusion, to be found in the introductory chapters, is that Crete has no national 
resources for any great new developments, and that hope lies in such things as 
improvement of farming methods, irrigation, better use of the deforested lime- 
stone mountains, encouragement of local food-processing industries and, possibly, 
development of the tourist trade.] 


Bereson (A.) (Ed.). Soviet Economic Growth. Conditions and 
perspectives. Evanston, Illinois: Row, Peterson, 1953. 94”. Pp. 
v+ 376. 38s. 6d. 

[To be reviewed. ] 


Berason (A.). Soviet National Income and Product in 1937. 
New York: Columbia University Press (London: Geoffrey Cumber- 
lege), 1953. 94}. Pp. vii + 156. 30s. 


[To be reviewed. ] 


Bovutpine (K. E.). The Organizational Revolution. A study in 
the ethics of economic organization. New York: Harper (London : 
Hamish Hamilton), 1953. 83”. Pp. vii + 286. 25s. 

[To be reviewed.] 

Brown (W. A.) and Opre (R.). American Foreign Assistance. 
Washington, D.C.: The Brookings Institution, 1953. 94’. Pp. 
v+ 615. $6. 


[To be reviewed. } 
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Burns (A. F.). Business Cycle Research and the Needs of our 
Times. Thirty-Third Annual Report of the National Bureau of 
Economic Research. New York: National Bureau of Economic 
Research, 1953. 9”. Pp. 86. 


[In the address which precedes the customary detailed report on the National 
Bureau’s current activities, Dr. Burns argues that the experience of economic 
fluctuations in the United States in recent times reinforces the judgement that 
‘the causes of varying degrees of severity of business contraction are to be 
sought primarily in the developments that precede them.”’ A significant new 
orientation of the National Bureau’s work is foreshadowed in Dr. Burns’s suggestion 
that the time is now ripe for more methodical study of contra-cyclical policies.] 
















Butters (J. K.), Toompson (L. E.) and Botiincer (L. L.). Effects 
of Taxation. Investments by Individuals. Boston: Harvard Univer- 
sity Graduate School of Business Administration, 1953. 8”. Pp. 
v + 533. $6.25. 5 


[To be reviewed. ] 













Crrtacy-WantTrRuP (S. V.). Resource Conservation. Economics 
and policies. Berkeley, California: University of California Press 
(London : Cambridge University Press), 1953. 94”. Pp. 395. 49s. 


[This is a tedious book. In all its 395 pages there is no sign that the author 
has himself ever taken a decision over the use of natural resources or knows the 
practical problems incurred. His lengthy discussions on the optimum rate of 
use of a resource in the abstract seem to have no connection with the real problems 
of using oil at Abadan or forests in Oregon or water in the Tennessee Valley; 
land tenure, taxation, interest rates, an increase in national income, all appear in 
a glass darkly, only in so far as they may effect a theoretical decision by an 
incorporeal “‘ planning agent ” (which has “ habit patterns ’’) on the time distri- 
bution of physical outputs of a natural resource of an unspecified type in an 
unnamed location. Scattered through the book are useful pieces of analysis 
and of description of current American practice; but the two are never related, 
and seem indeed to have been purposely separated by a rigid distinction between 
theory and administration. The author tells us on p. 32 that his terminology in 
earlier publications led to ‘‘ semantic blocking,’’ and the defect has not been 
cured in the present volume, which is full of woolly phrases and incredibly 
sententious judgements on matters that are largely irrelevant. Is it worth using 
natural resources of pulp to tell us that “ social institutions are important in 
many fields of human relations’’? If Professor Ciriacy-Wantrup had confined 
himself to the major resources of the United States; if he had shown precisely how 
their use had been influenced by Federal and State Governments whose machinery 
for resource conservation is here described; if he had linked his suggestions for 
administrative improvement with his theoretical critique; then his book might 
have had a purpose and possibly some pleasure for its readers. As it stands, the 
theory lacks a framework of reality, and the description is unrelated to the theory.] 































Corry (E. R.). Operating Results of Limited Price Variety 
Chains in 1952. Boston, Mass.: Harvard Graduate School of Business 
Administration, 1953. 11”. Pp.v +30. $2. 

[The year’s results show an increase in sales and in gross margins, but increases 


in expenses were somewhat greater, so that net gains both before and after taxes 
registered a slight decline.] 


Crum (W. L.). The Age Structure of the Corporate System. 
Berkeley, California : University of California Press, 1953. 94”. Pp. 
ix +181. $3.50. 
[To be reviewed.] 
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FEeRBER (R.). A Study of Aggregate Consumption Functions. 
National Bureau of Economic Research, Technical Paper No. 8. New 
York: National Bureau of Economic Research, 1953. 12”. Pp. 
72. $1.50. 


[The chief value of this interesting study is perhaps methodological, but it 
serves also as a useful source of reference on the formulations of the consumption 
function that have been drawn up by different authors. After summarising 
some twenty-four of these, the author considers first what treatment of prices, 
population, income distribution, lags and other cyclical factors seems most 
appropriate a priori, and what treatment has in fact been adopted by the various 
authorities. In his second chapter Mr. Ferber recalculates the chief formulations 
to take account of subsequent revisions of the data, and then proceeds to consider 
the comparative success of each of these functions—all calculated on the basis of 
inter-war data—in “ predicting ’’ consumption and savings for 1947-50. Many 
interesting results emerge. The one that leaps first to the eye is that closeness 
of fit in the inter-war period provides no criterion of success in forecasting, since 
some of the best-fitting functions yield some of the worst forecasts. On closer 
examination it emerges that closeness of fit as normally measured depends largely 
on the period covered : authors who exclude 1931-34 from their calculations or 
who take 1923-40 get less closely fitting functions than those who take as the 
basis of calculation the years 1929-40, in which depression predominated. The 
reason for this is the purely technical one that fluctuations in income and savings 
in 1931-34 were of such large amplitude. Functions based on 1929-40, however, 
yield very erroneous forecasts for 1947-50. The best forecasts appear on the 
whole to be obtained from functions which make some explicit provision for 
cyclical effects, e.g., by including past highest income as a variable. The latter 
method, however, does not seem to constitute a complete provision for cyclical 
disturbances, since even functions where it is adopted show a lower marginal 
propensity to save when fitted to the years 1923-30, 1935-40 (omitting the 
bottom of the depression) than when fitted to the full period 1923—40.] 


FisHEeR (L. H.). The Harvest Labor Market in California. Cam- 
bridge, Mass.: Harvard University Press (London : Geoffrey Cumber- 
lege), 1953. 9}”. Pp. vii +183. 36s. 


[The problems of casual labour in Californian agriculture have been extensively 
studied and reported on in the past, and the author of the present interesting and 
well-written monograph concentrates his attention on certain particular aspects 
of the subject. These include the development and present functioning of the 
system by which harvest labour is made available to growers through contractors, 
and the procedure by which wage-rates are fixed unilaterally by the employers’ 
association. The author emphasises that the largely successful endeavours of 
growers to keep in existence a permanent over-supply of labour have been actuated 
less by a desire to keep down wage-rates than by a desire to be able to get in the 
harvest in the shortest period of time so as to provide a safeguard against fluctua- 
tions both in the weather and in prices. In his view, the means of remedying the 
undoubted and serious abuses present in the Californian agricultural labour market 
are in principle fairly well understood, and do not differ in essentials from those 
that have been successfully applied to other seasonal industries employing casual 
labour. The hitherto insuperable difficulty has been a political one, and stems 
from the strength of the growers both in national politics and still more at the 
level of local administration. In the instances where the government has inter- 
vened in the past, its role has turned out to have been “ to place the stamp of 
legitimate authority upon the private agreements of employers.”’] 


Garvy (G.). The Development of Bank Debits and Clearings and 
their Use in Economic Analysis. Washington: Federal Reserve 
Board of Governors, 1952. 9”. Pp. viii + 175. 


[Bank clearings have been used in a number of countries over a period of 
years as an index of economic and financial conditions. In the United States 
clearings statistics have been supplemented by the use of bank debits. Both 
have proved useful in investigating cyclical patterns of change and for forecasting, 
to which the Americans have devoted much energy. The attributes which recom- 
mend these figures are several: they are issued more promptly than any alter- 
native index of overall activity; they are available for individual cities and 
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therefore useful in analysing local developments; they can be employed in 
computing the rate of turnover of deposits (V’), still regarded as an important 
tool of monetary analysis; and either clearings or debits figures are available on 
a monthly (even weekly) basis over a relatively long period, and hence are an 
indispensable tool of business-cycle research. (For New York, monthly clearings 
figures date from October 1853, and nation-wide debits statistics from 1919.) 
Nevertheless, there are dangers in their use. Changes in collection practice, 
bank mergers (with some development of branch banking) and changes in the 
membership of particular clearing houses have all interfered considerably with the 
comparability of the figures, while the New York figures are significantly inflated 
by financial transactions, which may not always move in sympathy with economic 
trends. Further, New York clearings as a ratio to outside clearings fell sharply 
after 1880, and have continued to decline slowly since 1900. (Two of the appen- 
dices are devoted to further analysis of the New York position.) There are many 
statistical pitfalls, but the author has established “‘ over the long pull” quite a 
close correlation between movements of debits and clearings and fluctuations in 
Gross National Product. This is not very surprising, but it is both a significant 
and convenient fact, because of the promptness with which figures become 
available. As one would expect, there is a direct reflection of seasonal swings in 
activity, most marked in agricultural centres, but the most interesting sections 
of this work probably concern the estimation of the velocity of deposits for the 
purposes of quantity theory and the use of clearings and debits in studies of 
business cycles. Under the first head, the author reviews the work of Kemmerer, 
Fisher, Angell and the Federal Reserve authorities themselves, and this is followed, 
in a subsequent chapter, by a discussion of the use of velocity indexes in more 
recent statements of monetary theory (including Keynes’ Treatise and the 
refinements of Clark Warburton). Under the second, the work of Wesley Mitchell, 
Schumpeter and Frickey is taken as representative of a much broader body of 
empirical investigations based on bank clearings and debits. The author concludes 
his very thorough investigation by discussing ways of improving existing debit 
series, to ‘‘ purify” the monthly series “ by eliminating specific categories of 
transactions which tend to obscure the significance of short-term fluctuations, 
particularly in the series for individual centres.’’ Nevertheless, he appreciates 
that “ any gains resulting from a shift to a new basis will have to be weighed 
against the loss of continuity.’’] 


GREBLER (L.). The Role of Federal Credit Aids in Residential 
Construction. Studies in Capital Formation and Financing. Occasional 
Paper No. 39. New York: National Bureau of Economic Research, 
gos. 9". Fp. 76. $l. 

(This interesting paper is concerned with the contribution to residential 
construction in the United States made since 1935 by loans insured by the Federal 
Housing Administration or guaranteed by the Veterans Administration. About 
half of all new residential building has now come to operate under one or other of 
these forms of federal aid. The author traces the evolution of thought by which 
what was originally intended mainly as a pump-priming device has come to be 
accepted as the means of causing a larger proportion of the nation’s productive 
resources to be devoted to housing than would occur under /aisser-faire. Among 
other questions discussed are the past and likely future effects of federal credit aid 
on the structure of the mortgage market and on the distribution of new building 
between houses for letting and houses for owner-occupation.] 


Hs1a (R.). Price Control in Communist China. New York: 
Institute of Pacific Relations, 1953. 11”. Pp. 96. $1.50. 


[This is a scholarly and objective analysis of the means by which the Chinese 
Communist government succeeded in bringing to a halt the inflation which was 
raging at the time of its accession to power—an inflation which, as Mr. Hsia 
remarks, ranks as one of the most violent of world history. The chief feature of 
the policy adopted was its many-sidedness. Measures for increasing the supply 
of goods and improving transport facilities were accompanied by great efforts to 
balance the budget and to prevent increase in the note-issue, and once some 
semblance of price-stability had been restored, attention was also paid to increas- 
ing bank deposits and lowering the velocity of circulation. It is interesting to 
note that the Communists did not at first attempt to prevent and punish specula- 
tion by police action, as the Nationalist government had unsuccessfully tried to 
do, but relied rather on using the resources of the state trading companies to 
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ruin the speculators by turning the’tide of prices against them at strategic 
moments. Only after the situation had been brought fundamentally under 
control was greater recourse had to punitive measures. ] 


McNarr (M. P.). Operating Results of Department and Specialty 
Stores in 1952. Boston, Mass.: Harvard Graduate School of Business 
Administration, 1953. 11”. Pp. 64. $5. 


[The special feature of this year’s report is the inclusion of a section describing 
and illustrating certain procedures for expense classification and control that have 
recently been attracting attention. The review of the year’s results shows for 
the most part a continuation of the relatively low but stable earnings of 1951, with, 
however, a strengthening of demand towards the end of the year.] 


Marx (D.). International Shipping Cartels. A study of industrial 
self-regulation by shipping conferences. Princeton, New Jersey : 
Princeton University Press (London: Geoffrey Cumberlege), 1953. 
94”. Pp. vii + 323. 40s. 


[To be reviewed. ] 


Passer (H. C.). The Electrical Manufacturers, 1875-1900. A 
study in competition, entrepreneurship, technical change, and economic 
growth. Cambridge, Mass: Harvard University Press (London : 
Geoffrey Cumberlege), 1953. 94”. Pp. vii + 412. 40s. 


[The author approaches his subject both from the standpoint of the student 
of competition and from that of the student of entrepreneurship and its relation 
to economic growth. He traces with a wealth of learning the process by which a 
state of near-perfect competition in certain sectors of the industry presently gave 
way to pervasive duopoly. But competition between General Electric and Westing- 
house in the production of heavy electrical equipment remained keen and un- 
restricted throughout the period, even with regard to price competition. The 
author suggests that the reason for this is to be found in the fact that the uncertain- 
ties introduced by rapid technical change were so great that it was well nigh 
impossible for either firm to predict its rival’s reaction to any change of policy on 
its own part; and duopolistic interdependence was therefore necessarily ignored. 
The author’s treatment of technical progress, which is his second main theme, 
shows clearly the inspiration he has derived from Schumpeter. His narrative, 
which includes a considerable amount of technical detail, reveals that radical new 
developments in the industry emanated chiefly from new firms and from indepen- 
dent engineer-entrepreneurs. ] 


Purcetut (V.). The Colonial Period in South-east Asia. A _ his- 
torical sketch. New York: Institute of Pacific Relations, 1953. 11”. 
Pp. 65. $1. 


[This useful outline was originally designed to serve as a historical introduction 
to a political and economic survey of South-east Asia which the author has in 
preparation. It is now published separately in mimeographed form for the 
convenience of students and others. The author provides a clear and well- 
documented account of the history of Indonesia, Malaya, British Borneo, Burma, 
Indo-China and the Philippines from the earliest times until the end of the colonial 
period. Perhaps the most valuable aspect of the work is the opportunity it 
affords of comparing the policy and practice of the different colonial powers in 
the administration of the territories for which they were responsible. ] 


SHIMKIN (D. B.). Minerals—a Key to Soviet Power. Cambridge, 
Mass: Harvard University Press (London: Geoffrey Cumberlege), 
1953. 83". Pp.452. 52s. 

[This is a study from the Russian Research Center at Harvard University, 
where the author, a geographer, is a Research Associate. The greater part of the 
book is a very detailed survey of production, trade, and utilisation and consump- 
tion trends in the main minerals of the U.S.S.R. in the period 1926-50, with 
rather more sketchy information about the Soviet satellites. The study is, how- 
ever, more than a mere gazetteer; Dr. Shimkin attempts (though admittedly 
No. 252.—vou. LXII. 











970 THE ECONOMIC JOURNAL [DEC. 


on the strength of basic data which are none too firm) to evaluate trends in terms 
of such indices as an Index of Mineral Consumption and Hypothetical Standards 
of Consumption, having in his introduction stated that “‘ a systematic program 
of mining development provides major clues to a country’s ambitions at home and 
abroad.”’ For the most part, however, he is content to leave others to draw 
political inferences from his data, basic and processed. ] 


Stout(H.M.). British Government. New York : Oxford Univer- 
sity Press, 1953. 94”. Pp. vii + 433. 42s. 


(To be reviewed. ] 


Weston (J. F.). The Role of Mergers in the Growth of Large 
Firms. Berkeley, California: University of California Press, 1953. 
934”. Pp. vii + 159. $3.50. 


[To be reviewed.] 


Wo p (H.) in association with JuRfEN (L.). Demand Analysis. A 
study in econometrics. New York: John Wiley (London: Chapman 
& Hall), 1953. 9”. Pp.ix + 358. 56s. 


[To be reviewed.] 


French 


GIDE (P.) and Others. Le Projet Frangais de Loi Anti-Trust et les 
expériences étrangéres. Paris: Sirey, 1953. 94”. Pp. 56. 

[In this interesting little study the authors outline the background and present 
position of legislation relating to monopolies in the United States, Germany and 
Britain. They then examine the situation in France, with particular reference 
to post-war projects for kindred legislation. They consider the problems which 
arise, such as the question of unambiguous definition of ‘‘ the public interest ” ; 
they argue that French industry is insufficiently concentrated by the criterion of 
the optimum size of firm in many industries. Thus, the authors counsel caution 
in order to ensure that legislation against restriction should not inhibit the proper 
growth of business concentration. They set up as principle the obligation to 
avoid abuse of the law through the adoption of practices which fail to meet the 
“test of reasonableness.’’] 


Institut NATIONAL DE LA STATISTIQUE ET DES ErupES Econo- 
MIQUES. L’Autriche. Paris: Presses Universitaires de France, 1952. 
94”. Pp. 313. Fr. 1200. 

[This is a further volume in the series of country studies which are issued by 
the Institut National de la Statistique et des Etudes Economiques. A great 
deal of information is given about the political and administrative structure of 
the country, and about the major aspects of its economic life.] 


De Roover (R.). L’Evolution de la Lettre de Change, XIV- 
XVIII Siécles. Paris: Armand Colin, 1953. 10”. Pp.240. Fr. 850. 

(This is a highly specialised study of the origin and development of the bill 
of exchange. The author considers the international development of money 
markets, the sources of the practices of endorsement and discounting of bills and 
the influence of theology, law and economics. ] 


Belgian 


Devem (R.). L’Efficacité Sociale du Systéme Economique. 
Critériologie de la politique économique. Louvain: Institut de 
Recherches Economiques et Sociales, 1952. 93”. Pp.184. Fr.B.150. 


[This book is argued on a high level of abstraction. The author examines 
the conditions in which the optimum allocation of resources in the community 
will be realised. He arrives at the conclusion that the institution of a system 
approximating to perfect competition will maximise the social welfare. He 
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argues that the neglect of the traditional theory of distribution of resources which 
he associates with the publication of the General Theory has been based on a 
superficial dichotomy between the theories of employment and distribution. An 
extensive bibliography is appended to this study.] 


Problémes Economiques Contemporains. Colloquia de la Chaire 
Francqui 1951-1952. Liége: Faculté de Droit de l'Université de 
Liége, 1953. 93”. Pp. 150. 

[These conversations, which were held at Liége, were led by Professor Guitton, 
with the participation of a number of well-known Belgian and French economists. 
Four broad topics were considered : *(1) Crises, Cycles and Growth; (2) Money— 
Inflation—Wages: (3) Social Security and Redistribution of the National 
Income; (4) The Object of Economics. It will be remembered that Professor 
Guitton has published a book entitled L’Objet de ’ Economie Politique. The idea 
is advanced, notably by Professor Guitton, that the modern economic crisis is not 
a cycle with a distinct peak and trough but a continuing one, a kind of creeping 
paralysis. As M. Guitton puts it, “‘ It isa crisis which is characterised by a kind of 
sapping of the energies.’ How far this is true and how far things have changed 
fundamentally, it seems that post-war experience has not yet been long enough to 
show. In the second seminar the meanings of inflation and the relation of wages to 
monetary stability are examined. In the third the pattern of social security and 
its effects are considered, and in the last the nature of economics and its methodo- 
logy are discussed. ] 


German 


ApeL (W.). Agrarpolitik. G6ttingen: Vandenhoeck and 
Ruprecht, 1951. 9”. 419. DM. 29.80. 


[This book embraces a study of the economic, technical and sociological 
aspects of agriculture with a view to interpreting agricultural policy. The 
approach is largely historical and descriptive, and is mainly concerned with 
German and European problems. Chapters 5 and 7 dealing with agricultural 
credit policy and price formation will be of most interest to the agricultural 
economist. Both chapters give detailed references to recent German literature. 
There is a comprehensive index of authors and of topics, and the whole volume 
is well produced. ] 


NELLNER (W.). Die Wanderungen im Bundesgebiet 1951. Bonn: 
Institut fiir Raumforschung, 1953. 12”. Pp. 45 and appendices. 


[Migration problems are still of considerable (though now of diminishing) 
importance in the German economy, both on account of immigration from the 
East and on account of the changing economic structure of the country as the 
post-war recovery continues. This report surveys the migrations among the 
German Linder in 1951, and is a sequel to a similar report for 1950 published 
last year. ] 


Ristow (H. J.). Theorie der Vollbeschaftigung in der Freien 
Marktwirtschaft. Tiibingen: J. C. B. Mohr, 1951. 84". Pp. 329. 
DM. 15.60. 


[Continental economists of the Huckenkries still manfully defend the thesis 
that in a perfectly competitive economy with flexible wages full employment will 
be assured. This thesis is developed with more or less rigour, and in some cases 
has grafted on to it the Pigou and Haberler refinements regarding the asset effect 
of falling price levels. Dr. Riistow’s work is a particular variant of this thesis, 
and also a very peculiar one. After a long-winded account of the working of an 
exchange economy with a banking system the author maintains that when the 
supply of labour exceeds the demand the pressure on the wage-rate reduces the 
demand for money of entrepreneurs; this effect produces a lowering of the 
discount rate, and thus a rise in investment. As the author does not define his 
time periods or specify his assumptions very clearly in this section, it is difficult 
to follow his reasoning. No references are given, no empirical evidence is provided. 
A final chapter which compares his approach with that of Keynes, while it avoids 
the polemics which permeates much of the writing of Continental anti-Keynesians, 
gives a very garbled version of the General Theory.] 
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VécutTina (F.). Die Italienische Siidfrage. Entstehung und 
Problematik eines Wirtschaftlichen Notstandsgebietes. Berlin: 
Duncker and Humblot, 1951. 93”. Pp. 680. DM. 34. 

(This mammoth volume on the economic and social problems of Southern 
Italy begins in thorough German fashion with the seventeenth century. The 
historical account of the economic development of the South is followed by a 
painstaking description of the structure of its agriculture and of the newer 
development of industrialisation. The author sees the solution to the poverty of 
the South largely in terms of population changes, Thus he considers erhigration 
coupled with the return of Libya to Italy as a possible solution, together with the 
spread of birth control. He is aware that these solutions may lack political 
realism. There is a good sixteen-page bibliography, mostly of Italian sources. ] 


WascuinskI (E.). Die Miinz- und Wahrungspolitik des Deutschen 
Ordens in Preussen, ihre Historischen Probleme und Seltenen Geprage. 
Gottingen : Géttinger Arbeitskreis, 1953. 8”. Pp.251. DM. 10-50. 

(This is a contribution to the history of coins in the Middle Ages in Germany, 
with special reference to Prussian coinage. The book was completed for publica- 
tion in 1939, but has been delayed on account of the war.] 


Swiss 

Hennic (H.). Entflechtung und Neuordnung der Westdeutschen 
Montanindustrie unter besonderer Beriicksichtigung der Verbund- 
wirtschaft zwischen Kohle und Eisen. -Bern: Francke, 1953. 9}’. 
Pp. v + 240. Sw. Fr. 22. 

[Dr. Hennig surveys the post-war history of the iron and steel industry in 
Germany and considers, in particular, the impact of the policy of dismantling 
these industries and the subsequent reversal of that policy. The possibility of 
the closer integration of iron and steel with the coal industry is examined, as also 
are the possibilities of European integration by means of the Schuman Plan. The 
book contains a number of technical tables and diagrams to illustrate the hori- 
zontal and vertical integration of the industry.] 


Hunoxp (A.) (Ed.). Wirtschaft ohne Wunder. Zurich: Eugen 
Rentsch, 1953. 84’. Pp. 359. DM. 11-50. 

[To be reviewed. ] 

Rapparp (W. E.). Varia Politica. Zurich: Editions Poly- 
graphiques, 1953. 10”. Pp. 352. Sw. Fr. 38.50. 

[To be reviewed. ] 


Wirtschaftstheorie und Wirtschaftspolitik. Festschrift fiir Alfred 
Amonn zum 70. Geburstag. Edited by V. F. Wagner and F. Mar- 
bach. Bern: Francke, 1953. 9”. Pp. 371. Sw. Fr. 47. 


[To be reviewed. } 


Swedish 


ARTLE (R.). Svenskt Distributionsvisende. Stockholm: Indus- 
striens Utredningsinstitut, 1952. 94”. Pp. 238. 

BENTZEL (R.). Inkomstférdelning i Sverige. Uppsala: Indus- 
triens Utredningsinstitut, 1953. 93”. Pp. 228. 

H66x (E.). Befolkningsutveckling och Arbetskraftsforsérjning. 
Stockholm : Industriens Utredningsinstitut, 1952. 94”. Pp. 193. 

Petri (C. W.). Svenskt Transportvaisende. Stockholm: Indus- 
triens Utredningsinstitut, 1952. 93”. Pp. 294. 

[These are four of an important new series of studies on Major Trends in the 
Swedish Economy. They deal respectively with Swedish Distributive Tredes, 
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The Distribution of Income in Sweden, Population Trends and the Supply of 
Labour, and Transportation Industries in Sweden. Each study contains a 
summary and table of contents in English and an English translation of the most 
important words used in the statistical tables and charts. ] 


LunDBERG (E.). Konjunkturer och Ekonomisk Politik. Stock- 
holm: Konjunkturinstitutet, 1953. 84”. Pp. 550. Kr. 32-50. 


[To be reviewed. ] 


Italian 


InstiTuTO pi Economia E£ Finanza. Studi Keynesiani. Milan : 
Guiffré, 1953. 10’. Pp. 385. Lire 1500. 


[This volume of Keynesian studies by a number of Italian economists provides 
the Italian student with a concise and readable guide to the discussions of Key- 
nesian theory and its developments that have taken place in the English literature 
in the last fifteen years. Most of the aspects of Keynesian theory—the consump- 
tion function, the multiplier, liquidity preference and international equilibrium— 
are well discussed in the twelve contributions to this volume, though the approach 
is occasionally uncritical. A list of the principal writings on Keynes in Italian is 
included. ] 


Parr (G.U.). The First Twenty Years of the Bank for International 
Settlements. Rome: Bancaria, 1951. 8%”. Pp.270. Lire 1500. 

[About half of this volume consists of a very detailed bibliography of writings 
relating to the Bank for International Settlements and its work. In his narrative 
Professor Papi begins by giving a lengthy account of international monetary 
affairs from 1919 till 1931, and then goes on to describe the circumstances in which 
the Bank came into existence and the work which it has done. ] 


Dutch 


BakkER (QO.). The Budget Cycle in Public Finance in the United 
States of America. The Hague: Van Stockum & Zoon, 1953. 9”. 
Pp. 163. 

[The subject of this monograph is the distribution of functions between different 
organs of government in the preparation, adoption, execution and control of 
execution of the budget. The author is a member of the General Auditing Court 
of the Netherlands, and his purpose in studying the procedures adopted in the 
United States is partly to compare them with what is done in the Netherlands. 
The book contains a detailed survey of the budget procedures of the federal 
government, of the states of California and New York, of two cities (Berkeley, 
California, and Richmond, Virginia) and of the United Nations Organisation.] 


Hartoe (F.). Problemen der Moderne Economische Politiek. 
Leiden : Stenfert Kroese, 1953. 9”. Pp. 204. F. 9.75. 
[To be reviewed.] 


OFFERGELD (J. W.G.). De Ontwikkeling van het Pond Sterling als 
Internationale Valuta. Tilburg: Bergmans, 1953. 9°’. Pp. 260. 

[This is a chronologically arranged survey of the balance-of-payments problems 
of Great Britain and the sterling area since the end of the war. The book is 
clearly written, and is based on a thorough acquaintance with the literature of the 
subject. It should serve as a valuable introduction for Dutch students.] 


VAN DER ScurRoerF (H.J.). De Leer van de Kostprijs. (With an 
English summary.) Amsterdam: Kosmos, 1953. 94”. Pp. 540. 


[The first edition of this work on The Economics of Cost Accounting Procedures 
appeared in 1947. The present edition is the third, and has been substantially 
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revised. The author’s approach may be summarised in the proposition that in 
costing the decisive factor is not the expenditure that has actually taken place but 
the replacement value of the factors of production necessarily employed (thus 
excluding waste) to produce the end-product. After enunciating his general 
rinciples, the author goes on to apply them to particular factors of production. 
he second part of the book deals with the problem of cost allocation, with special 
attention to the allocation of overhead costs. ] 


Finnish 


Prepine (H. E.). Standard of Living. The concept and its place 
in economics. Helsingfors: Northern Antiquarian Bookstore, 1953. 
93”. Pp. 280. Mk. 1400. 


[To be reviewed. ] 


Egyptian 


GipEonsE (H. D.). The Economic Foreign Policy of the United 
States. National Bank of Egypt Fiftieth Anniversary Commemoration 
Lectures. Cairo: National Bank of Egypt, 1953. 94”. Pp. 43. 


[After discussing the constitutional obstacles in the way of efficient and con- 
sistent conduct of United States foreign economic policy, the author of these 
wide-ranging lectures goes on to take as his central theme the preservation of 
competition. In his view the genuineness of competition in the American economy 
and the importance of safeguarding it have been regrettably obscured by modern 
theoretical refinements of the concepts of monopoly and competition. The 
concluding lecture is concerned with the development of United States commercial 
policy during the last twenty years and its relation to present-day military and 
political problems.] 


Official 
BRITISH 


Tuomas (G.). Labour Mobility in Great Britain 1945-1949. An 
inquiry carried out for the Ministry of Labour and National Service. 
London: Central Office of Information, 1953. 13”. Pp. 71, and 
appendices. 


[This is a roneo-ed study of labour mobility which contains valuable material 
not available elsewhere. A sample of 3,685 men and 1,725 women was used to 
throw light on the nature, frequency and causes of changes of occupation, of 
industry and of town. In all, the men had averaged 3-8 changes each and the 
women 3-0 changes each. Among both men and women changes of industry 
unaccompanied by changes of town and occupation are rare (4% of all changes) ; 
changes of town alone, but not of occupation or industry, are almost equally rare 
(7%); much more common are simultaneous changes of both industry and 
occupation (24%) and of industry, occupation and town (22%). The averages 
for all workers are themselves rather misleading; 41% of men and 47% of women 
have worked only in one town; 29% of men and 32% of women only in one 
industry; 18% of men and 26% of women only in one occupation. But since 
occupations are defined so as to differentiate between unskilled, operative, 
manipulative, clerical and managerial posts, ordinary promotion would imply 
different occupations; in fact, 68% of men have had three or fewer occupa- 
tions. Change is related to various social factors, such as marriage and children 
(married men with children change more and not less often), education, size of 
town and so on. It is a pity that a little more information was not obtained on 
relative earnings. ] 
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AUSTRALIAN 


COMMONWEALTH OF AusTRALIA. The Structure and Capacity of 
Australian Manufacturing Industries. Melbourne: Division of Indus- 
trial Development—Department of National Development, 1952. 13”. 
Pp. iii + 528. 


[The scope of this important and pioneering new work of reference is summarised 
in its preface. ‘‘ This study has been undertaken within seventeen broad indus- 
trial groups, each in turn broken down into individual manufacturing activities. 
The treatment of each of these seventeen groups is in three parts. The first part 
gives for each separate activity within the group the number of firms engaged, 
the products made, the size of firms by employment and the degree of specialisa- 
tion or integration, including other allied activities. The second part discusses 
the general operations within the group; reference is made, amongst other 
things, to estimates of demand and capacity, statistics of production, imports 
and exports, market prospects, development programmes and the availability 
of materials and labour. The third part consists of statistical tables of employ- 
ment, salaries and wages paid, value of production, value of materials used and 
value of output for the industries covered in Parts One and Two.”’] 


CANADIAN 


CoMBINES INVESTIGATION COMMISSION, DEPARTMENT OF JUSTICE, 
Orrawa. Coarse Papers. Investigation into an alleged combine in 
the supply, distribution and sale of coarse papers in British Columbia. 
Ottawa: Department of Justice, 1953. 94”. Pp. 136. 


CoMBINES INVESTIGATION COMMISSION, DEPARTMENT OF JUSTICE, 
Orrawa. Maple Products. Investigation into an alleged combine in 
the purchase of maple syrup and maple sugar in the Province of Quebec. 
Ottawa : Department of Justice, 1953. 11”. Pp. 43. 


RESTRICTIVE TRADE PRACTICES COMMISSION, DEPARTMENT OF 
Justice, Otrawa. Report Concerning Alleged Price Discrimination 
between Retail Hardware Dealers in North Bay, Ontario. Ottawa : 
Department of Justice, 1953. 11”. Pp. 27. 


RESTRICTIVE TRADE PRACTICES COMMISSION, DEPARTMENT OF 
Justice, OtTawa. Report Concerning Alleged Instances of Resale 
Price Maintenance of Soap Products in the Montreal District. Ottawa : 
Department of Justice, 1953. 11”. Pp. 28. 


[The criterion of the existence of a combine, as laid down by the Canadian 
Combines Investigation Act, is whether competition has been diminished to the 
detriment of the public interest. It has been held in court that detriment to 
the public interest can be inferred if the diminution of competition is of sufficient 
degree, even though there may be no proof of direct damage to the public by 
way of higher prices. On this criterion the Commissioner finds that a combine 
was in existence in the distribution and sale of coarse papers in Vancouver. The 
alleged combine in the purchase of maple products in Quebec is found to be not 
proved, because the purchasers between whom there was collusion did not account 
for a sufficiently large part of the market. Since November 1952 the task of 
reporting on combines has been transferred from the Commissioner to the Restric- 
tive Trade Practices Commission. Of the two reports of the Commission listed 
above, the first relates to attempts by a producer to control the resale price of 
soap charged by a wholesaler. Resale price maintenance is specifically forbidden 
by Canadian legislation. The motive of the manufacturer in this instance was 
the fear that the wholesaler’s price policy would jeopardise certain arrangements 
in existence for direct dealing between manufacturer and retailer. The alleged 
discrimination between retailers studied in the second report arose from the 
treatment by a manufacturer of two firms which had come into existence from 
the break-up of a family business. ] 
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INTERNATIONAL 


Bank FOR INTERNATIONAL SETTLEMENTS. Twenty-Third Annual 
Report. Basle: Bank for International Settlements, 1953. 12”. Pp. 
235. 

[The annual report of the Bank for International Settlements continues to 
provide one of the best and most convenient of the surveys available of world 
economic events during the preceding year, especially in the monetary sphere. A 
special feature this year is the inclusion of a long chapter on the financing of 


investment. | 


EUROPEAN CoAL AND STEEL Community. The Activities of the 
European Community. General report of the High Authority. 
Luxembourg : European Coal and Steel Community, 1953. 9”. Pp. 
116. 

[This is the first of the General Reports that will be published regularly by 
the High Authority. It contains much useful information on the state of the 
markets for coal, iron ore and scrap, on the measures taken by the High Authority 
before the establishment of the common market in these commodities and on 
the difficulties that have been encountered in the early stages of its operation.] 


EUROPEAN COAL AND STEEL Community. The Establishment of 
the Common Market for Steel. Special report of the High Authority. 
Luxembourg: European Coal and Steel Community, 1953. 12”. 
Pp. 31. 

(This supplement to the General Report noted above describes the problems 
that have been faced by the High Authority in preparing for the establishment of 
a@ common market in steel. ] 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
The Economic Development of Mexico. Report of the Combined 
Mexican Working Party. Baltimore: Johns Hopkins Press (London: 
Geoffrey Cumberlege), 1953. 104”. Pp. vii + 392. 80s. 

[To be reviewed.] 


UnitTEp Nations. Coal and Iron Ore Resources of Asia and the 
Far East. Prepared by the Secretariat of the Economic Commission 
for Asia and the Far East. New York: United Nations, 1953. 11”. 
Pp. 151. ils. 


[This is mainly a straightforward description of what is known of the coal and 
iron ore resources of the ECAFE countries and an account of what has so far been 
done to exploit these resources or to plan their future exploitation. As such it is 
necessarily somewhat uncritical, but is nevertheless valuable as a work of reference, 
especially as a number of important general conclusions are made to stand out 
from the mass of detail (e.g., the gross optimism of early estimates of China’s iron 
resources and the qualitative and quantitative poverty of the mainly Tertiary 
coals of most of the region). Attention is also rightly directed to the state of 
topographical and geological surveys and to the consequent strong element of the 
tentative about estimates of mineral reserves. ] 


UniTep Nations. Economic Survey of Asia and the Far East 1952. 
Prepared by the Research and Statistics Division, Economic Commission 
for Asia and the Far East. Bangkok: United Nations Department of 
Economic Affairs, 1953. 11”. Pp. 104. $1. 


[The annual survey for 1952 stresses two conflicting trends : on the one hand, 
a general expansion of production, and on the other hand, a worsening of the 
terms of trade and the disappearance of the fictitious prosperity of the Korean 
war boom. Primary production is now growing back to the point where a small 
increase of demand no longer has violent repercussions on price. But, if China is 
excluded, food production per head remains 14% below the level of 1934-38. 
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In some key crops and key areas the reduction is still more serious. Even in 
1951-52 the area under rice in Burma was 23% below the pre-war level. The 
worsening of the terms of trade has been severe : in India, for example, the index 
moved from 128 in the second half of 1951 to 87 in the third quarter of 1952. It 
is not surprising that reserves dwindled and imports were limited no longer by 
physical shortage but by purchasing power. One consequence has been “ that 
consumption and development will compete strongly for import-finance.” A 
second has been that fiscal policies, where heavily dependent on exports, have 
failed to keep abreast of the changing situation, and revenues have fallen more 
than expenditures. ] 


Unitep Nations. Fields of Economic Development Handicapped 
by Lack of Trained Personnel in Certain Countries of Asia and the Far 
East. Prepared by the Secretariat of the Economic Commission for 
Asia and the Far East. New York: United Nations, 1953. 9”. Pp. 
iii+ 119. 5s. 

[Chapters I and II of this report enumerate in detail the requirements of 
skilled personnel as returned by governments in response to an inquiry carried 
out by ECAFE. Chapter III surveys the different categories of personnel for 
whom the demand in these countries is most pressing, and considers possible 
means of supplying the need.] 


UniTED Nations. Mobilization of Domestic Capital : Report and 
Documents of the First Working Party of Experts. Bangkok : 
Economic Commission for Asia and the Far East, 1953. 9”. Pp. 206. 
$1.50. 


[The three principal topics studied at the meeting of the working party, 
which took place in November 1951, were the impact of inflation on mobilisation 
of domestic capital, measures for increasing government bond sales and measures 
for mobilising savings, particularly in rural areas. The present volume contains 
the recommendations of the working party, together with summaries of twenty- 
six papers submitted to it by various authors and agencies. ] 


Unitep Nations. Report and Proceedings of the United Nations 
International Seminar on Statistical Organisation. New York: 
United Nations, 1953. 11”. Pp. 137. Ils. 


[The Seminar was held in October and November, 1952, and was attended by 
leading official statisticians from many countries. The report contains abstracts 
of the papers presented and summaries of points raised in the discussions. The 
full documentation of the Seminar runs to over a thousand pages, and is being 
privately circulated.] 


Unitep Nations. Review of Economic Conditions in the Middle 
East, 1951-52. Supplement to World Economic Report. New York : 
United Nations Department of Economic Affairs, 1953. 11”. Pp. 
iii + 161. 12s. 6d. 

[The raw material boom of 1950—51 on the whole improved the terms of trade 
of Middle East countries, and its end in 1952 tended to remove the stimulus to 
economic activity. But the events of 1951-52 affected different countries in 
markedly different ways. Iran suffered severely from the loss of oil revenues. 
Egypt and the Sudan were greatly affected by the decline of cotton prices. On 
the other hand, in Israel the central problem of absorbing mass immigration was 
little changed. The Survey emphasises these growing differences, and that by 
degrees as the countries become more differentiated they are becoming also in 
some small degree more complementary. Some Middle East countries, particu- 
larly those with oil resources, are acquiring savings faster than they can be used ; 
other countries are desperately short of capital. Use might be made by neigh- 
bouring countries of natural gas now wasted. Water supplies might be developed 
jointly. Tariff barriers are at present an obstacle to advantageous mutual trade. 
It is easy to argue these gains. It is much more difficult to solve many of the 
political than the economic problems of collaboration, and parts of this survey 
give an impression of somewhat unrealistic reluctance to face the tasks of over- 
coming these enormous political obstacles. ] 
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UniTEeD Nations. Review of International Commodity Problems 
1952. Prepared by the Interim Co-ordinating Committee for Inter- 
national Commodity Arrangements. New York: United Nations, 
1953. 11”. Pp. iii +51. 38. 9d. 

[The greater part of this document is occupied by detailed surveys of current 
developments in world production and trade in some twenty commodities. These 
surveys are preceded by a brief general discussion of world commodity problems, 
relating in particular to the question of price stabilisation.] 


Unitep Nations. Special Study of Economic Conditions and 
Development in Non-Self-Governing Territories. Summaries and 
analyses of information transmitted to the Secretary-General during 
1951. New York: United Nations, 1953. 9”. Pp. iii + 415. 
22s. 6d. 

[This is a valuable source of general information about economic development 
in all the various non-self-governing territories. It contains a great deal of useful 
detail about actual attempts in different territories to improve agriculture, to 
introduce new industries and to develop co-operation. But it contains little 
serious attempt to see the broader problems of capital supply or of transfer of 
technological know-how, except in rather vague and general terms, nor to measure 
the amount of such investment that has taken place since the war.] 


Unitep Nations. United States Income Taxation of Private 
United States Investment in Latin America. A description of the 
United States system and some of its implications. New York: 
United Nations Department of Economic Affairs, 1953. 9”. Pp. 
iii + 80. 5s. 

[The interest of this report is less purely technical than its title might suggest. 
It contains much valuable information on the effects of United States tax provi- 
sions on the nature and form of investment in Latin America, and concludes with 
pn _— discussion of United States business attitudes towards investment 
abroad. 


UnitTep Nations. World Economic Report, 1951-52. New York : 
United Nations Department of Economic Affairs, 1953. 11”. Pp. 141. 
Ils. 


[This fifth survey of world economic conditions is built upon a classification 
of countries into three broad groups: the economically developed private enter- 
prise economies, composed of Western Europe, North America and Australasia ; 
the centrally planned economies, made up of the U.S.S.R., China, the Eastern 
European Satellites; economically under-developed private-enterprise economies, 
in Latin America and in the Far East. In the first group the dominant influences 
during 1951-52 were two: the growth of public expenditure, mainly on armaments, 
and the inventory cycle, reflecting changing rates of accumulation of raw materials 
and work in progress. On average, the ratio of government expenditure to 
national output rose from 15% in 1950 to nearly 20% in 1952. Despite higher 
taxation, there were widespread inflationary pressures. The inventory boom 
“fed on the price movements which it itself helped to generate,” but by 1952 
inventories were rising less quickly, and in some cases actually fell. But for a 
variety of reasons consumption declined ; while demand for the heavy industries 
was maintained, demand for textiles and consumer durables was insufficient to 
keep industries working to capacity. The trends in under-developed countries 
depended very much on how they were individually affected by the boom and 
subsequent recession in primary products. In some cases they not only suffered 
heavy price falls in the later stages, but also found themselves forced to accumulate 
unsold stocks of their products. Between these countries and the centrally 
planned economies “‘ there was relatively little mutual interaction.’”’ Their rate 
of increase of industrial production, though lower than in earlier years, was still 
very high, with heavy industries advancing faster than consumer-goods industries. 
Agricultural output developed slowly. In general, increases of food and other 
consumption goods were sufficient to permit a rise in real wages. The survey 
emphasises the continuing international economic disequilibrium and the un- 
diminished urgency to develop new supplies of dollar-saving goods at prices 
competitive with those produced in the dollar area.] 
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UniteD Nations DEPARTMENT OF Economic ArFrFarrs. The 
European Steel Industry and the Wide-Strip Mill. A study of pro- 
duction and consumption trends in flat products. Geneva: Industry 
Division, United Nations Economic Commission for Europe, 1953. 
11”. Pp. 100. 7s. 6d. 


[This is the first of a series of studies relating to particular problems of the 
European steel industry. After considering likely future trends in production and 
in the various categories of demand for flat steel products, the authors conclude 
with some suggestions for dealing with the excess of productive capacity over 
demand which seems to be in prospect in the near future. They suggest that it 
would be more useful at present to concentrate on expanding finishing facilities 
than to lay down further new strip mills, and that governments and the steel 
industry should give serious attention to the social problems that are bound to 
arise from the accelerated scrapping of old and inefficient plants which is probably 
both inevitable and economically desirable. It is argued that there is no reason 
why production on continuous wide-strip mills in western Europe should compare 
unfavourably in cost with production in the United States. On the basis of 
United States experience, it would appear that cost reductions should open up 
wide new potentialities for the sale of flat products, and the report contains some 
suggestions about the particular uses in which this expansion might take place.] 


UniteED Nations Economic CoMMISSION FOR EvRoPE. Combus- 
tion. Results achieved by certain European countries in the field of 
fuel advisory services and technical training. Geneva: Industry 
Division, United Nations Economic Commission for Europe, 1953. 
11”. Pp. 167. 6s. 


[The countries covered by this report are West Germany, France, Holland, 
Belgium, Denmark, Sweden, Italy, Poland and the United Kingdom. Particulars 
are provided on the advisory and propaganda services on fuel utilisation in exist- 
ence in each country, and discussion is included of the compulsory powers exercised 
by the authorities in France and Italy. The second part of each chapter des- 
cribes the facilities for the training of boiler-house staff in the various countries. ] 


Unirep Nations Economic anp SocraL Counc. European 
Steel Exports and Steel Demand in Non-European Countries. Geneva: 
Industry Division, United Nations Economic Commission for Europe, 
1953. 11”. Pp.242. 9s. 


[This contains detailed particulars on the structure of production, consump- 
tion and imports of steel in the foreign markets which are of chief importance to 
European producers. The authors also discuss the causes of the instability of 
steel export prices in recent times and the factors affecting the competitive 
strength of European producers. Their conclusions contain estimates of the 
level of future demand, based, broadly, on a projection of current consumption 
trends and on programmes announced in the various countries for the expansion 
of production. ] 


UnitED Nations Foop anp AGRICULTURE ORGANIZATION. The 
Long-Term Contract. Commodity Policy Studies No. 3. Rome: 
FAO, 1953. 11”. Pp. 27. 2s. 6d. 


[This interesting report contains a description and appraisal of the long-term 
food-import contracts that have been entered into by the United Kingdom 
government since the end of the war. The least satisfactory feature of the long- 
term contract system as it has hitherto been practised has been the absence of 
any objective basis for fixing prices. Price determination by bargaining between 
the two countries involved, conducted with greater or less reference to world 
market prices, is unsatisfactory, if only because world prices are themselves not 
unaffected by the existence of the contract. The author argues, however, that 
the system is in principle capable of being very advantageous, both to the import- 
ing and to the exporting country; and he suggests that for this reason it is 
important to develop a better pricing system and also to devise means of safe- 
guarding the interests of third countries which might be prejudiced by the 
existence of the contract. ] 
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UnitepD Nations TECHNICAL ASSISTANCE ADMINISTRATION. 
Revenue Administration and Policy in Israel. New York: United 
Nations, 1953. 103”. Pp. 107. 7s. 6d. 


[This inquiry was undertaken at the request of the Government of Israel. It 
deals chiefly with the income-tax system in Israel. The author has many valuable 
points to raise, some of which will be of interest to students of public finance not 
particularly concerned with the problems of Israel. A good many of the faults he 
finds in the present system can be traced to one of two sources. In the first 
place, the progress of inflation has caused the incidence of the tax to differ con- 
siderably from what was originally intended. In the second place, tax law in 
Israel has inherited a number of features from the Mandatory government which 
were based on British tax practice and which have ceased to be appropriate to 
Israel or else were never appropriate there. This is partly because of the lack of 
administrative machinery of the British type, partly because of differences in the 
social and economic structure of Israel and Britain, and partly because the 
principles involved belong to an earlier period in fiscal thinking and have become 
outmoded even in the country of their origin.] 


UnitEp Nations TECHNICAL ASSISTANCE ADMINISTRATION. The 
Trust Territory of Somaliland under Italian Administration. New 
York : United Nations, 1952. 11”. Pp. 343. 25s. 

[The first part of this report contains a general survey of the land, population 


and economy of the territory; the second part is made up of more detailed 
studies on livestock, agriculture, education and public health.] 
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